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ONLY ONE BANK 
IN CHINA HAS KEPT ITS 
DOORS OPEN FOR 
120 YEARS. 





i j i E ; i a A L kd 
Standard Chartered has offered an§uninterrupted service in 
China ever since we opened our fif§foffice in 1858. 

So that today, that original office in Shanghai, together 
with others now open in Beijing, Xiamen, Guangzhao and 
Shenzen, stands for two things. 

A depth of experience in China of the greatest value to 
businesses seeking to seize the burgeoning opportunities for 
trade. 

And a very special approach to the management of an 
international bank. 

In a long list of major economies, Standard Chartered has 
achieved a remarkable balance. 

Becoming an important and well-established local bank, 
in which senior managers have developed close relationships 
with local government, financial institutions and businesses. 

And at the same time, part of a fully-integrated network 
of more than 2,000 branches in over 60 countries, sharing 
common procedures and information systems. 























e It is a delicate balance, but our experience in China shows 
that it is achievable. 
= Contact your nearest branch for more information. 


You'll find an ever-open door. 


STRENGTH IN 
-  DEPTHACROSS 
THE WORLD. 
Standard ` Chartered 


eee LESTE ELE DEL INE LOE 


STANDARD CHARTERED BANK. HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE 
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South Africa 


R—Many now question wheth- 
“the West does want in South 
Africa “a relatively bloodless 
transition to a democracy that 
will stay a democracy, and will 
preserve human rights and a free 
market economy” (June 14th). 
There is little practical indica- 
‘tion of western. support for the 
development of the required 
framework, and in particular 
Western commitment to the pro- 
motion of democracy, for such 
peaceful change in southern Afri- 
ca, There are at least three areas 
in which such a framework could 
have a major and interwoven 
ility—Angola, Namibia and 
South Africa. 

In. Angola’s. civil war, in the 
bloody aftermath of the failure to 
develop democratic institutions 
and promote pluralism, it is Mr 
Jonas Savimbi who talks of na- 
tional reconciliation, saying that 
he is prepared to negotiate a new 
constitutional dispensation. Does 
the West support the develop- 
ment of such a dispensation, does 
seek to eimpose sanctions 
gainst Angola to promote 
aceful reconciliation? 

_. Namibia, tied closely to South 
Africa both economically and 
culturally, while not yet indepen- 
dent, is now actually governed by 
a black majority. It has a black- 
4 majority cabinet, a black-major- 
Aty national assembly, a black- 
‘majority national constitutional 
council, sweeping human rights 
reforms, a functioning bill of 
rights, and substantial depolari- 
sation around the concept of na- 
onal reconciliation and national 
unity. Yet, despite the powerful 
potential of this Namibian model 
y influence peaceful transition in 
e whole of the southern African 
gion, it is rejected outright by 
the West. 

Against this background, enter 
he Eminent Persons Group sug- 
gesting a very similar, although 
essentially western, framework 
for peaceful transition in South 
Africa. I believe that the Emi- 
nemt Persons Group could have 
-sueceeded but only if, at the same 
time, the EPG-sponsoring govern- 
ments had demonstrated whole- 
“hearted and unconditional com- 
‘mitment to pluralism, to 
democracy, national reconcilia- 
tion and ordered transition. It is 
nly through.a basic understand- 
g of South African. perceptions 



























f the Segional picture that the 


fundamental importance of this 
test can be appreciated. 

The West has thus far failed 
that test of commitment. Only if 
the West demonstrates an under- 
standing, even acceptance, of the 
utility of the pluralist model be- 
ing developed in Namibia will 
that test be passed. Only if Na- 
mibia can be brought to peaceful 
independence on the basis of this 
pluralist, democratic and pro- 
western model will South Africa 
likewise be encouraged to follow 
suit. 

House of Commons, 
London  Nicxotas R. WINTERTON 


SiR—The blacks in South Africa 
have the economy in the palm of 
their hands. You say in your 
leader “Third-world _toughs” 
(June 21st), “Last year, mining 
firms accounted for close to 80% 
of. the country’s. total: exports. 
They paid R3.4 billion in taxes”. 
All the dirty work in the gold 
mines is done by black Africans, 
many gf them from neighbouring 
e es. Let them all strike and 
to let any brother blacks 
ak eir jobs and South Africa’s 
government is bankrupt. It. is 
built on gold. With no exports 
and no money to pay the army 
and the police, it could no longer 
govern. 


Hindhead, 


Surrey Iris CAWLEY 


Sir—I am sorry to see that your 
leader implies that, in 1948, a 
group of right-wing Afrikaners 
hijacked the liberal English- ri 
speaking government in South 
Africa. You should know. that 
every South African government 
since the Act of Union in 1910 
has been led by Afrikaans-speak- 
ing South Africans who have 
headed political parties almost 
entirely composed of Afrikaans- 
speaking South Africans. 

When Malan defeated Smuts 
in 1948, it was part of the con- 
tinuing struggle within Afrikan- 
erdom, which is what South Afri- 
can politics have been about since 
the days of the Great Trek. Ex- 


‘cept in Natal, the political inter- 


est and influence of English- 
speaking South Africans has 
always been—and remains—pe- 
ripheral to the conflicts between 


their Afnikapns prang compat- 
riots, 


tonda < -KINGSLEY M. OLIVER 


: Whales - 








SIR—AlL whales are so depleted, 
and thejr recovery rates so slow, 


- even under total protection, that 


it*will be for a future generation 
twice removed from ours to. de- 
cide whether or not to exploit 
them again for food. In this situa- 


tion, contrary to your expressed’ 


view (June 7th), a complete. ban 
on commercial whaling. makes 
sense. The argument that whales 


eat fish, and so must be culled to ` 


save the herring fisheries, is as ill- 
founded as the claims of Icelandic 
and Korean’ whalers that they 
need to continue whaling in order 
to advance science; most scien- 
tists associated with the TWC have 
said that ‘such “scientific whal- 
ing” will contribute nothing to 
resolving current management 
questions. And humpback 
whales have been getting entan- 
gled in cod traps more often not 
because they have been increas- 
ing in numbers but because their 
food further offshore had been 
depleted by over-fishing of cape- 
lin for fishmeal production. Now 
that Canada has got its fisheries 
management into better order 
the humpback “problem” is 
lessening. 

Lam sorry to say that your two 
correspondents from Oslo (Let- 


ters, June. 20th) are also ill-in- 


formed. Detailing all their. mis- 
takes would make this letter 


“excessively long; some examples 
‘must suffice.. The proportion of 


its whale meat production which 
Norway _ exports to Japan has 
been rising for a decade, and in 
1984 and 1985 exceeded 50%. Mr 
A. F. Hoel seems to think Nor- 
wegian minke whale catches are 
taken within 200-mile national 
limits, where he mistakenly 
thinks states have “property 

ts”. On the contrary, minke 
whales are migratory species sub- 
ject to a special jurisdiction wher- 
ever they may be, and in any case 
much of the Norwegian catch is 


taken outside anybody’s 200-mile. 


zone. Mr Peter Bilton thinks that 
minke whales reach maturity in 

two years; they do not, they ma- 
ture at about eight years of age. 
Further, the. ‘40- to 100-foot 
boats” (actually up to 120-foot, 
fast and exceedingly well 


equipped) constitute the fleet that | 


has in 30 years reduced the minke 
whale populations throughout the 


North Atlantictolessthan 10-20% - 


of their. original number, and is 
continuing toreduce them, though 
recent Norwegian regulations 


have drastically. reduced the al 


lowable catch: 
Rye, 
East Sussex 





Sipney J. HOLT 


i British pop music 












SIR—It was a bit narrow-minded . 
to pick out Dire Straits, Elvis. 
Costello and Test Department. 
(“Why Britain is top of. the’ 
pops”, June 21st). when there is 
an incredible new range of falent, 
around. Dire Straits are techni- 
cally extremely good musicians, 
but as imaginative as the rest of 
the mainstream morass of pop. 
Elvis Costello, on the other hand, 





has been producing the most 
imaginative music-around for the 
past decade and :Test. Depart- 
ment are doing without talent 
what the Berlin group Einstir- 
zende Neubauten (“Collapsing 
New Buildings”) has been doing. 
brilliantly for five years. There is. 
areal renaissance of British inde-. 
pendent music, but you missed it. 
Finally, Tony James's Sigue Si 
gue Sputnik hype did pay o 
The band’s first single. reached 
the top ten and a large amount of. 
money has been made on T-shirts 
etc, and by selling advertising 
space to be recorded between the. 
tracks of their forthcoming LP. 


Oxford J. E. Fara, 


The Economist 
Intelligence Un’ 


Just published: EU Spc Report No247 





































A practical dge to n 

with personal computers. Th 

application o of rele different Software 

packages (S upercale 3, Loot s and 
port Manager) is explained 

step. Budgeting techniques a 

innovations, such as Continuous 

Business Forecasting (CBF), are 

discussed. Different software is 

reviewed critically. of 

‘Price including postage: UK.& Europe £55; 

North America US$105; Rest of World £58. 

Disk with model ‘available for: 
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EXEC! TIVE FOCUS 
Rediarch Analyst For Leading 
Mienagamon! Consultancy 


The. Ambrosetti Consulting Grew i is one of Europe's foremost management 
rate. Strategy. Our 













































ECONOMISTS: OVERSEAS 
OPPORTUNITIES IN AID 


Agency for International Development i is seeking sea- 
soned professional economists capable of highly com- 
plex analytical tasks to work in developing countries. 
Also recent PhD’s with course work in international. 
monetary; fiscal and trade policies. AID economists | 
conduct analyses of both the macroeconomic condition. | 
of host countries and the microeconomic feasibility of- 
individual projects. At the macroeconomic level they 
perform analyses. of a country’s balance of payments, 
government aope growth prospects, income distri- 
bution, and fiscal, monetary and trade policies. Also 
help design sector investment strategies and at the 
microeconomic level conduct cost-benefit analyses. US- 
citizenship, world-wide availability and good health 
are requirements. Salary range $22,000-$50,000 plus 
standard Foreign Service allowances when stationed - 
overseas. Send resume and/or Standard form 171 
(available at local US Office of Personnel Management z 
offices listed in phone directories) to: ; 


Economist Recruitment (E), M/PMIR Agency for | 
International | Deumopment, Washington, oc. 
3 2052 ot 


Equal Opportunity Briloreer 
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which heads the European 


king for a vital additi he appointment. ofa 





id twenties with a first class or 
ss Administration. The successful 
research, establishing avéference 





nsiderable care 
an established and gro 





ig company offering 
package. Please write with full CV details to:- 
Judith Dowling 

Ambrosetti Consulting Group 
Stratton House Stratton Street London WIX 6BN 


DIRECTOR CBI 
GENERAL 


- Confederation of British Industry 


Sir Terence Beckett intends to retire at the end of 1986 after completing over six years in this post. 











CBI is the major representational organisation of British industry across a broad front. They will be 
British business both at home and abroad. Through its exceptionally able advocates, both through the media 
dealings with Government and important national and and in private, with a deep understanding of Industry 
international organisations it exercises a powerful influ- and Public affairs. Their age is less important than 


ence on the whole climate in which business operates, energy. foresight and the intellect not only to identify 
The Director General is the Chief Executive of CBI objectives but also to see the means by which they can 

and plays the pivotal role in: be achieved. 

ag Development arid negotiation of policy The salary will reflect the importance of the position 

C) Communication with Government, other organis- and will be fully appropriate to one of the most senior 
ations, business and the public at large and influential positions in. business. 

O Leadership and direction of the permanent staff i Those who wish to be considered. or who would like 


Candidates will be experienced executives who have to nominate a candidate. are asked to write or telephone 
reached a glistinguished position in business and are in total confidence to the management consultants 
deeply committed to the need to enhance the success of advising on the appointment. 

The Chairman 
Spencer Stuart & Associates Limited 
Brook House, 113 Park Lane, London W1Y 4H] 
Telephone: 01-493 1238 





RECRUITMENT CONSULTANTS 
35 New Broad Street, London EC2M INK 
Tei: 01-588 3588 or 01-588 3576 

Telex No. 887374 Fax No. 01-256 8501 


Senior appointment for Controller with vision to take charge of the Bank's accounting, operations and 
DP departments. Likely to be appointed to Executive Director within 1-2 years. 


> FINANCIAL CONTROLLER 
O — MERCHANT BANK 


CIRCA £60,000 BASIC 
+ EQUITY INCENTIVE 


PROMINENT MERCHANT BANK WITH EMPHASIS ON TRADING ACTIVITIES 


We invite applications from financial controllers, who are likely to. be Chartered Accountants, aged 33-45, who must have gained sufficient 
experience, either with a merchant bank or leading US investment house, in at least two of the above department functions and have a 
good understanding of the other. The selected candidate, who will report to the Managing Director, will be responsible in this new position 
for: the smooth operation of foreign exchange, eurobond and equity settlements; the timely generation of financial, management and 
regulatory reports, budgeting:and treasury control; and for the co-ordinated development of appropriate data processing systems. This will 
be achieved through a constant process of assessing requirements, recommending action.and the innovative and effective 
implementation of these plans. Essential qualities are the strength of character to achieve goals and to integrate three departments 
(totalling approx. 100 staff) harmoniously, plus the ability to ‘run your own show’ and to make a significant contribution to bank strategy. 
Negotiable base salary plus excellent benefits including company car, mortgage Subsidy and scope for share option. Applications in strict 
confidence under reference FC17996/E will be forwarded unopened to our client unless you list companies to which they should not be 
sent in a covering letter marked for ge attention of the Security Manager. : 


CAMPBELL GURS on RECRUITMENT ADVERTISING LiMiTED 35 NEW BROAD STREET, LONDON EC2M INH. 


GENERAL M aR 
12.000.000 Ptas.+ 


Our customer is one, of Europe's most important companies in the international goods traffic sector, with an 
annual turnover of more than 20 billion Ptas. and branch-offices/agencies throughout Europe. The company's com- 
mercial and financial situation is excellent, though there are still better prospects for future. development. 


The company would like to fill the position of a General Manager to promote, supervise and control the ap- 
propiate process of changing the organization's outlook, strategy and structure, in order to seize the above men- 
tioned potential opportunities for further expansion. 


This offer is not exclusively addressed to Spanish citizens; applicants from abroad will be considered. In any 
case, the candidate must be prepared to live in Madrid, speak Spanish, French and English and have at least three 
to five years’ experience as a General Manager, which need not have been gained in the transport sector, though this. 
would be valuable. 


Your replies will be treated.confidentiaily. Please write, enclosing curriculum vitae and matny ref. D, Gi on the 
envelope, to: 


Director Gerente @: 


DOPP Consultores 
Monte Carmelo, 16-1. 
41011 Sevilla 


Spain a f Yi’ consultores | 


OV 





and 
Caisse Nationale de Crédit Agricole 







are pleased to inform 
they have inaugurated in Portugal 


z [E 


Banco Internacional de Crédito, SARL. 





Libog = Oporto = 
Aw: Fontes. Pereira de Melo, z. -Avenida da- Boavista, 1200 
GO 62 88, 69-22 90 






Tel: 5271 35,52 7171,57 00:93 a. 
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Saptenbie: 21-October 30, 1986 


An intensive six-week program that has been training upper-level managers since 1954. 


Participants 

The program is designed for experienced executives holding 
general management or specialist roles in the higher echelons of 
their organizations. Approximately 25 percent of the participants 
are from countries other than the United States. 


| Program 

: Program. content is integrated and wide- -ranging. Topics include: 
management of competitive strategy, global competition, 
accounting and financial management, economics and the busi- 
Ness environment, human resources, management of technology, 
marketing, and crisis management: 


Faculty 

instructors are from Carnegie Mellon Universin/s Graduate School 
of Industrial Administration and other leading universities. Classes 
are supplemented by frequent quest lectures by leading 
industrialists, scientists, educators and government 


z representatives. 








: Espírito Santo Financial Holding, S.A. || Espírito Santo Finantial Holding, S. A. o 


e Mellon Univer 


oN Pr rogram for Executives 
K A _ Pittsburgh, Pennsylvania 







Taking advantage of the existant opportunities in the 

countries where private: iniciative prevails as a process to 

foment. social welfare and economic progress, Espirito 

Santo Financial Holding S.A. has, for the past eleven: 

years, developed worldwide banking and financial activities, 
namely: 









Europe 

© Compagnie Financière Espirito Santo SA, 
Lausanne 

© Societé Bancaire de Paris, Paris 


+ Banco internacional de Crédito SARL, 
Lisbon and Oporto 





Brazil 

© Ineér-Atidatico Banking Group, associated to 
Morgan Guaranty Trust Company 
of New York and Monteiro Aranha Group, 
Rio de Janeiro and §. Paulo 


* Companhia dé Seguros Incer-Arlantico, 
Ric de Janeiro and $. Paulo 










* Biscayne Bank, Miami 
e Bank Espirito Santo. International Lid; 
Cayman islands 










Espirio Santo Financial Holdings S.A. 
fT Rue Re ther ‘Dame — Laxembourg i 





2 
Si ity 


March 1-April 9, 1987 


Objectives 

The program is designed to: 

« develop an integrated view of management 

«emphasize the company’s strategic fit in its competitive 
environment ; i 

«increase analytical; communication and leadership skills 


Fees 


The tuition of $8,500 (U.S.) includes course notes, books, 

materials, some meals, and the use of computers, libraries, and. 
athletic facilities. Room charges are $2,400 (u: S. Hor the six-week 
period. É 


Further information : 
Please contact: Robert Dalton, Associate: Dean Director of Eien 
tive Education, Graduate Schoo! of Industrial Administration, 
Carnegie Mellon University, Pittsburgh, PA 15213. Telephone. ; 
(412) pee Telex 469002. = 
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One of the ‘big’ attractions at the Expo ’86 World Fair in 
ncoyver, Canada, is the world’s largest electronic billboard. It's 
lled Philips VIDIWALL. It incorporates no less than 108 computer- 
ontrolled television monitors, creating a single-picture display area 
meters high by 10 meters long! 

The screen can be electronically divided into individual 
ture configurations of different size and shape. 

Theresult is a highly dynamic display of prerecorded or live 
eoimages-some moving, some still - that will astonish and 
ertain visitors to the World Fair. 

Philips VIDIWALL represents the perfect integration 
f advanced computer techniques with television, video and 
aserVision technologies. 








in the picture. 


Another i innovative e development i is the Philips thermal 
imaging system. Thé thermal energy radiated by all objects and livin 
creatures is picked up by a heat-sensitive camera. It is then converte 
into pictures that can be shown ona TV monitor and recorded 
ona VCR. Using the most advanced techniques, the system provid 
excellent pictures,even over long distances, in very bad weather 
in total darkness. 

Crime prevention, aerial surveillance, industrial trouble- 
shooting and national defence are just a few of the many fields < 
application for Philips thermal imaging. So you see, whatever yc 
point of view, you can trust Philips to keep you in the picture. + 
Philips. The sure sign of expertise worldwide. 


Philips Corporate Marketing Communicatiops, Eindhoven, the Netheylani 
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Banque Internationale a 





This announcement appears as a matter of record only and does not constitute an offer of these securities. 
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Initial Public Offering. 





3 166, 000 Ordinary Shares of lp ok 
inthe form of International Depositary Receipts 





£4.60 an Ordinary Share 


Merrill Lynch Capital Markets 3 


Credit Suisse First Boston Limited Scrimgeour Vickers & Co 


Swiss Bank Corporation International Limited : 


Bank Julius Baer and Co. Ltd. 
Luxembourg S.A. 


Deutsche Bank Capital Markets 


Limited 
Morgan Stanley International 


Pierson, Heldring & Pierson N.V. 
S.G. Warburg Sto: Led. 


Leu Securities Limited 
Nomura International Limited 
Société Générale | 


June 11, 1986 
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Bank in Liechtenstein AG, Vaduz — 
County Securities Limited. 


Enskilda Securities 
Skandinaviska Enskilda Limited: 



































Europa, said Mr Mikhail Gorbachev this week, giving 
the Greek myth an unusual twist, hasbeen seized by an 
American bull and taken across the Atlantic (actually, 
the pod girl succumbed to the boss of the Olympian 

litburo). The average American, the editor of US 

ws and World Report was complaining last week, 
~y-nds more on the defence of Europe than the average 
West European does. That is only a small exaggeration. 
In April, in the European uproar after the bombing of 
Libya, an indignant majority of the American Senate 
was ready to vote for a proposal to start pulling 
American troops out of ungrateful Europe. 

How nice for angry people on both sides of the 
Atlantic—Europeans who do not want to be dependent 
on Rambos, Americans who hate being nagged by 
wimps—if Western Europe would only arrange to look 
after its own defence. And how unlikely it is to happen. 
Look at the cost of defending Europe-without-Ameri- 
ca, and see why Mr Gorbachev may fancy himself as the 
next Zeus. 


Doubled, or trebled? 

The figures start with the fact that Western Europe 
would have to find replacements for the American 
army’s just-under-six divisions in West Germany (near- 

a third of the combined German, British and French 
armies there) and for the American air force’s 700 
fighting aircraft in Europe (nearly a quarter of what the 
rest of NATO provides). The Europeans would also have 
to expand their navies to do the Europe-protecting 
work now allocated to the American Second Fleet in 
the Atlantic and the Sixth Fleet in the Mediterranean— 
guarding the sea-lanes, getting reinforcements to Nor- 
way or Greece in a crisis, and so on. And the Americans 
provide a number of things for the defence of Europe 
which at the moment Europeans do not make: longer- 
range anti-aircraft missiles, reconnaissance satellites, 
some sorts of radars and computers. The Europeans 
would have to start from scratch with all these. 

The bill then lengthens. The existing NATO forces in 
Europe are meant to be big enough to discourage the 
Russians from attacking, but not to fight them off if 
they did come. That would need extra troops. The 
reinforcements which would move into Germany in the 
first week or so of a war—the vital time—are almost all 
American (assuming the French were in from the start). 





Europe without America 
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After that, if there was an “after that”, the European 
contribution. would increase. But Europe could nev 
plug the American gap. The Europeans have only | 
given number of men young and fit enough to fight. Th 
Americans have as many again: and they would not b 
available. The same applies to the unavailable Am 
can factories that would be needed to produce th 
weapons for a long war. 

The Europeans would also have to equip themselve 
with a substitute for American nuclear protection. Tha 
does not mean building a nuclear armoury as big a 
America’s, which has other business in addition 
holding an umbrella over Europe. But it almost certain 
ly requires a fleet of missile-carrying submarines bigge: 
than the present French and British forces (and m 
pan-European, becduse Germans and Italians an 
Beneluxians would have to feel protected by it too) 
That would need West German money and therefore- 
many Europeans will note as wryly as Mr Gorbac 
does—some degree of German control. a 

To do all this, young European men would have to 
on military service for longer than they are now (ar 
Britain would have to reintroduce conscription). As fo 
money, this paper’s guess is that the Europeans woul 
be lucky to replace America for less than double the 
present defence budgets, and it is likelier to be treble 
and even then some kinds of high-tech equipment, an 
those long-war reinforcements, would be unreplace 
able. How many Europeans honestly believe that the 
fellow-Europeans in the late 1980s and 1990s will b 
prepared to cut the health, education and jobles 
supporting parts of their budgets—or raise taxes- 
enough to do that? : 

To that unpitying question, only three answers ar 
even attempted, and none of them stands up: 

@ “It wouldn’t be necessary to replace all the departin 
pieced ” In fact, most people in Western Euro 
including many left-of-centre politicians, reckon 
NATO’s present forces in Europe, Americans included 
are too small. The Warsaw pact has a 23-1 lead in tank: 
3-1 in anti-tank weapons, 3-1 in artillery, nearly 2-1i 
aircraft and 6-1 in anti-aircraft missiles. That is wh 
feebler NATO has to keep a finger on the nuclea 
trigger. The British Labour party’s defence spokesma 
said on June 30th that his party would put all the mone 
saved by a cancellation of the Trident missile submarin 










nto a strengthening of Britain’s non-nuclear forces." 
Okay: but that’s assuming the Americans are still here. 
b “‘But at least Europe doesn’t need a nuclear replace- 
nent.” Alas, it does. Against a nuclear-armed adver- 
ary, the best non-nuclear armies that Europe could 
nuster would be the modern equivalent of cavalry 
rotting into machine-guns. 
» Most desperately of all, “But we don’t have to worry 
bout Russia, do we?”. It is highly unlikely that Mr 
tbachev reckons to have a European war as part of 
is next five-year plan (though his staff officers have 
aturally made their preparations: lucky Britain is in 
ie Polish army’s occupation zone). But, unless the 
orld has suddenly started working to different rules 
m those of the past few thousand years, a power that 
ws it has a military advantage over its neighbour is 
ner or later going to use that advantage in one way 
or another: including, if necessary, in a military way. 
Any West European inclined to think that being 
eatable by Russia does not matter should ask himself 
wo questions. Would Russia think that being beatable 
y the West didn’t matter? And is there reason to think 










ll get few thanks 


e Peacock committee, set up*last year to find a 
atcherite solution for the financing of the costly BBC, 
defied sceptics by producing a good report which 
ill annoy almost everybody—free-market right, anti- 
mmercial left and highbrow centre. It has done a 
eful job because it has understood that the future of 
adcasting will be decided not by committees like 
If, nor by governments, but by the galloping pro- 
s of technology. 
‘the next 15-20 years, television and radio will 
become freer than books and newspapers have ever 
been. Anybody will be able to tune through a dish on 
his roof into videorecordable programmes from far 
ntries. Many more producers will be able to throw 
‘ogrammes into the air, financing them by the adver- 
ements attached, or eventually by credit cards stuck 
to television sets to unscramble their messages, or by 
her forms of subscription broadcasting. This will 
€ some pay-TV programmes more expensive for the 
viewer, more money will be diverted to the performing 
arts because the BBC-ITV duopoly will not be able to 
101d down the fee for relaying Covent Garden or Cup 
. But competition will do a Wapping against other 
; by cutting many of the trade-union and other 
rictive practices within the duopoly, while the extra 
e-on offer on many programmes will push down the 
ce that can be charged for advertisements. 
The Thatcher government had hoped that Peacock 
would say that the BBC should be required to take 
dyertising, and thug avoid frequent increases in. its 
licence fee. As advertisement revenue for old-fashioned 


eering past Peacock 


me useful proposals for British broadcasting, which | : 





that Russia is innately more innocent than the West? 

Of course, to say that Europe cannot defend itself 
without America is not to say that it should not be doing 
more to try. The Europeans could help to repair NATO’S 
weakness in tanks, guns and anti-aircraft missiles. They 
could find some of the money for that by buying their 
arms rationally and not nationally. A few European 
countries could be lending a hand outside Europe. The 
navies of Britain, Spain and Italy, for instance, might be 
doing some joint planning for non-NATO work with the 
American Sixth Fleet in the Mediterranean, as the 
British and French navies do with the Seventh Fleet in 
the Indian Ocean. These things make military sense. 
They also make political sense, if they check the build- 
up of American impatience with Europe. 

Europeans tend to think they have a monopoly of the 
to-hell-with-it feeling. They don’t: it is at least as strong 
in America. Back in April, when that indignant major- 
ity of the American Senate was thinking of a pull-out 
from Europe, the sensible minority prevented the issue 
coming to a vote. Europe needs the help of sensib 
Americans, because it needs America. 












































network television will be dwindling like horse-traffic, 

Peacock has instead said that the licence fee should 

stay, though frozen in real terms in order to cash-limit 

the BBC. The committee has rightly been more con- 

cerned to look at what will happen when the old- 

technology broadcasting of the BBC-ITV duopoly gives 
way to the new technology of satellite and cable. 


Fragment, segment, compete 
Broadcasting will fragment. The search will be ° 
separate, target audiences. Today, Britain’s two co 
mercial television channels, ITV and Channel Four,” 
reach between them about 90% of the British popula- 
tion every week. Soon, 90% of the population will not 
conceivably be watching only two-to-four channels. The 
electronic revolution will spawn televisual equivalents 
of the Financial Times and the Sun—and, later, of the 
Beano for children of every age, and of Exchange & 
Mart. The main policy for government should be to get 
out of the way of such diversification. The British 
establishment is not good at getting out of the way. The 
Independent Broadcasting Authority (IBA) still labours 
eamestly, every eight years, to find worthy recipients 
for the 15 franchises for commercial television, and 
then subjects them to all kinds ofeconstraints: for 
instance, it limits to four the number of quiz shows with 
big prizes which can be shown at peak times. b 
These rituals look increasingly foolish. The franchise 
for TV-AM, the breakfast television channel, was award- 
ed after the usual assurances to five famous broadcast- 
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ers who looked earnest as well as appallii expensive; 












boardroom coup and Roland Rat. Peacock has there- 
fore ‘sensibly suggested that television franchises should 
be auctioned. Alas, some government ministers*have 
reacted with gasps of horror to that. And the cabinet; 
frightened by the prospects of the loony left taking to 
the airwaves, has ignominiously shelved its own liberat- 
ing proposals for lots of new and cheap community- 
radio stations. 

The IBA’s insistence on rigorous conditions for inde- 
pendent broadcasting cannot last. Already, any Briton 
who has invested in a dish aerial can watch foreign 
satellite channels whose programmes and advertising 
are far more lightly regulated than are the IBA’s 
charges. In the long run, the only hope of regulating 
programming or advertising will lie in international 
agreements: and they are not likely to fuss about 
limiting the proportion of peak-hour quiz programmes. 
Regulation of television broadcasting is something that 
a deregylating government ought to want less of. Why, 

ure broadcasters will demand, should they be subject 
w rules about political balance? It will soon be harder 
to regulate what people tune to in the privacy of their 
homes than it is to control the content of imported 


within a few months, they had been pushed aside by a, “books or foreign videocassettes. . 

































Where,, amid this alien porn, will public-servi 
broadcasting be? The subscription broadcasting that the 
Peacock committee envisages for the 1990s (and which 
has already started in America and France) is one way 
in which viewers can pay to watch Donizetti rather than | 
Dallas. Donizetti made accessible through subscription _ 
broadcasting should actually be able to pay for its own 
staging much more easily than it could at present | 
Covent Garden if the Royal Opera House were to lose 
its Arts Council grant and sponsorship; but it is cle 
that a lot of experimental and highbrow and education- 
al programmes would still need to be supported. If 
something of the Reithian ideal of popular culture is t 
endure, some public-service broadcasting will continue 
to need public subsidy—as opera does today. 

It may not, however, need the BBC. Once channels 
multiply, it may make more sense to subsidise individ- 
ual programmes and their makers, rather than to carry 
the cost of the entire corporation. If some of those 
subsidised programmes can later be sold to the world at 
a large profit, as some of Britain’s subsidised theat 
has controversially been (see page 50), so much the 
better for British arts. 





Stumbling into sanctions 


May make Mrs Thatcher look a bit better, but isn’t likely to solve E 


South Africa 


All western governments would like to “do something 
about apartheid”, but they cannot agree what that 
something should be. The resulting muddle gives much 
comfort to the government in Pretoria. The person best 
placed to bring some coherence to the West’s opposi- 
tion to apartheid is Margaret Thatcher—trusted friend 
of President Reagan, longest-serving leader in the EEC, 
tvnchpin (if she chooses) of the Commonwealth. Yet, 

ong western countries, Britain’s recent policy to- 
wards South Africa is the most muddled of all. 

The mission to Pretoria of Britain’s foreign secretary, 
Sir Geoffrey Howe, to “get negotiations going” was 
clearly intended as a delaying tactic at last week’s 
fractured EEC summit. Mrs Thatcher’s demand for the 
freeing of Mr Nelson Mandela and the legalising of the 
African National Congress is lost as she boasts of her 
tactical victories over her pro-sanctions opponents. She 
is attempting a diplomatic minuet in hobnail boots. 

Mrs Thatcher shares with the leaders of America, 
Japan and West Germany the view that economic 

‘sanctions will not end apartheid. Their argument is hard 
to refute. Sanctions will probably increase the stub- 
bornness of President Botha and make life tougher for 
poorer people throughout southern Africa. Black lead- 
ers who call for sanctions mostly do so in the false 
-belief—encouraged by anti-apartheid lobbyists sitting 
safely in the West—that they will lead quickly to the 
downfall of Afrikanerdom. In practice, economic sanc- 
tions are like saturation bombing. They make the 
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South Africa 


bomber and the bombed feel that something drama 
has occurred, but they rarely alter the balance o 
advantage on the ground. 

South Africa has been experiencing severe financial — 
sanctions, crippling both its currency and its inward 
investment, for the past year. Its markets have already 
discounted new embargoes. It stands ready with retalia. 
tory measures against neighbouring black states, mea- 
sures that will strengthen Mr Botha’s position at home 
Meanwhile, the familiar combination—liberalisation 
(this week’s ending of the pass laws) and repression (the 
state of emergency)—continues as before. 


The missed alternative no 
Mrs Thatcher rightly believes that the outside world has 
little influence on the pace and pressure of events in 
South Africa. She also. believes, again rightly, th 
public opinion in the West feels nothing like as stron 
on the subject as her opponents maintain. She therefo: 
had a line of argument and action that would have made 
both tactical and intellectual sense, starting fromethe 
premise that those who wish to shape the affairs o! 
other countries without using military force are doomed 
to big talk but small action. She could have chosen a few 
specific measures—some positive, some punitive—o: 
her own, and then seized the initiative by proposin 
them at every opportunity, and implementing some o 
them before others did. Examples include more bl 

scholarships, employment protocols for foreign bu: 


lesses, aid to the townships, a Wee on any y military 
intacts, maybe withdrawing landing rights for South 
African airliners. These would never have matched tht 
grandioge dreams of the saturators, but they would 
ave been hard to brand as appeasement. 
_ For the time being, Mrs Thatcher’s chance to develop 
‘persuasive argument of her own has been lost, both 
within the Commonwealth and in much of the EEC. 
ident Reagan has lost a similar argument with the 
sanctions lobby in the House of Representatives. 
Mrs Thatcher’s dispatch of Sir Geoffrey Howe to South 
ca ill-conceals this defeat behind a lurch into the 














politics of personal exhortation. Within a month, both 
the EEC and the Commonwealth will want to hear. the 
fate of his mission. 

Unless President Botha has a brainstorm and releases: 
Mr Nelson Mandela, Britain can then scarcely refuse to 
join in some new sanctions. These will presumably 
embrace a selective trade embargo against South Afri- 
can coal and farm produce, both supported by EEC 
protectionist interests. They will receive a raspberry in ` 
Pretoria and create profits for middlemen, but do 
nothing to change the perception of Britain as bumbler. 
Palmerston would not have approved. 

































-ublic complacency over the most frightening disease of 
is century worried doctors at the second world 
conference on AIDS in Paris. The prognoses are terrify- 
ig, the statistics remorseless. More than ever, the virus 
s invincible (see page 74). It could now be spread- 
among heterosexuals as fast as it did among 
1omosexuals four years ago (in Haiti, one of the places 
where it first took hold, more than 70% of today’s 
ms are heterosexuals who do not fall into any of the 
‘high risk” categories). A cure cannot stop it in the 
xt few years; changes in sexual Sehaviour can. 
_ Because AIDS takes so long to develop, of the more 
han 300,000 people whose immune systems will col- 
apse in 1991, three-quarters are already infected. For 
very case of the disease, more than 90 people are 
nfected and infectious but show no symptoms. Many— 
thaps even most—of them will eventually go down 
th the disease. Up to 7m Africans, 13m Americans 
and 200,000 Europeans could already be infected. 
is means that the chances of a heterosexual, not 
ery promiscuous person catching the disease are rising 
uickly. Just meeting infected people does not matter. 
sual contact cannot pass on the virus. Those who 
ork with, play at school with, eat with, bathe with, 
hare razors with, are bitten by, accidentally cut them- 










is rare for a newspaper to do more than peer at 
vents. Nicaragua’s La Prensa has shaped them. The 
assination of its editor, Pedro Joaquin Chamorro, by 
ight-wing goons in 1978 set off the insurrection that 
verthrew the dictator Somoza. The closure of the 
paper on June 26th by the left-wing Sandinist 
egim probably marks the end of the country s Meeting 





Sex transmits AIDS 


Sondoms offer the best hope of containing the epidemic 


Europe moves a step deeper into Central America 





Adult AIDS cases cue 


caused by: 


homosexual contact 


heterosexual contact at 





selves while caring for, or kiss AIDS victims do not catch’ 
the virus. The disease is spread through blood, sperm 
and vaginal secretions. In a single year, the risk of 
infection could be as high as 40% for a person engaging 
in regular sex with a partner who has the virus. If either 
or both partners have herpes or syphilitic sores, or 
indulge i in anal sex, the chance is greater. l 

AIDS is less contagious than gonorrhea; but because it - 
is incurable and because carriers are infectious forever, 
it might not remain confined, as gonorrhea does, to the 
promiscuous. About half the prostitutes at the cheaper 
end of the market in Nairobi have gonorrhea; more 
than two-thirds have the AIDS virus. Among San- 
Francisco homosexuals, the threat of AIDS has drastical- 
ly reduced the number of partners each has. But more 
of his fewer partners are infected. 

The fact of sexual transmission has yet to sink in. 
Since abstinence is unrealistic and cure a distant hope, 
the best answer is the condom. Barrier methods of 
contraception, condoms especially, stop virus;infect: 
cells passing from one partner to another during se 
Governments, voluntary agencies, doctors and teachers 
have to get the message through plainly and without 
embarrassment to everybody, heterosexual as well as’ 
bisexual and homosexual. Use condoms. 


glimpse of freedom after Somoza. © 

If Nicaragua’s already-restricted radio stations are 
now shut down, its people will have no news but official 
news. President Ortega has given warning that the 
American Congress’s approval of $100m in help to the 
anti- Sandinist contras creates a “new situation”. which 


‘Nicaragua’s state of emergency. The government is. 
expected to ban political meetings and remove the law 
agaitist detention without trial. The interior minister 
has hinted that the property of Nicaraguans outside the 
country will be taken over. The screw of Leninisnf 
seems to have been given a sharp new twist. 
Until now, the Sandinists had been careful to pre- 
serve an appearance of pluralism. True, an important 
¿ opposition group was not given the guarantees it 
needed to take part in the 1984 election. But the votes 
collected by some other non-Sandinist contenders lent 
that election a ration of respectability, even though the 
parliament it elected has since been ignored by Presi- 
dent Ortega and the nine-man Sandinist directorate 
which runs Nicaragua. The private sector still accounts 
for half the economy, trimmed by confiscations and 
constrained by price controls though it is. The number 
of detained people and the forced resettlement in May 
of Nicaragua’s Miskito Indians—for the second time— 
have been kept more or less out of sight. 
ome of those attracted by the early promise of the 
sandinists say it is the United States which has made 
them turn ugly. That reverses events. When President 
Carter was sending aid to Nicaragua in 1979-80, the 
Sandinists—almost alone in the third world—applaud- 
ed the Russian invasion of Afghanistan and began 
bringing Cuban arms and advisers into their country. 
When Congress stayed President Reagan’s contra- 


Coming to market 





Britain's new share issuers should learn from America 


but not imitate it 


New share issues in Britain often favour the investors 
who buy them rather than the companies that float 
them. This happened when Thames Television went 
nublic with a £32.5m fixed-price offer that attracted 

lications for 27 times as many shares as were on 
offer. It happened before when Amersham Internation- 
al was privatised in 1982 through a £71m fixed-price 
offer, and was oversubscribed 22 times. The Thames 
Television issue was nonetheless seen as a “success”: it 
started trading at a premium of 19%. If this sort of 
result is a success, investment-seeking businessmen 
would hate to see a failure. The sellers of Thames got 
far less money for their shares than the market judged 
them worth. 

Such old habits. need changing if companies are to 
raise capital efficiently in London’s equity markets, 
especially as deregulation increases their opportunities 
to raise it elsewhere. But companies should not be too 
quick to exchange their comfortable British clothes for 
smart new American suits. The British system has 
advantages that it would be a shame to lose. 

In Britain, it is said, shares are bought while in 
America they are sold. Investors are incited to buy in 

_ Britain by a low offer price, which leaves ample room 
-> for a rise. In America, investment houses are encour- 





















































helping hand last year, Mr Ortega flew to Russia to ask — 
for military help. This year, after Congress had again 
tutned down contra aid in March, Nicaragua went 
hunting contras inside Honduras. Congress changed its - 
mind after the Sandinists had refused to sign a peace _ 
treaty drawn up by other Latin Americans. ee 
The way Congress has now voted says something 
about America’s view of itself in the world. The United 
States learnt in Vietnam that it is better to help your 
third-world friends to fight their own battles than to do 
the fighting yourself. It also learnt an extreme wariness 
about involvement, even indirect, in other people’s 
jungles. The opinion polls show that most Americans 
have long preferred to give the Sandinists the benefit o 
the doubt. That is why Congress lagged behind Presi- 
dent Reagan in willingness to help the contras. 
The long unpopularity of the Reagan administra 
tion’s support for the contras, and the procrastinating 
patience of the Contadora peace effort, gave the 
Sandinists every chance to show the little extra flexibi 
ty needed to maintain people’s sympathy. And yet, bi 
by bit, they have lost it. It may be that they were fron 
the start committed Leninists who disguised thei 
intentions. Maybe r 
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aged to sell through whopping commissions. 
This means that British companies pay fees of onl 
2.5% or so but raise capital on poorer terms, while the! 
American counterparts pay fees easily twice as high bu 
get a price for their shares that—“hot issues” lik 
Morgan Stanley’s flotation apart—is usually closer to 
market demand. Most of Britain’s fees go to underwrit 
ers to insure against failure, most of America’s t 
salesmen to guarantee success. Companies probably dı 
better in America than in Britain. Investment banks | 
a lot better; investors slightly worse. 


Finding the right price : Eo 
The art is to pitch the price of new issues as high : 
possible while still attracting a broad spread of shar 
holders and leaving just enough unfulfilled demand 1 
get secondary trading off to a modestly buoyant start 
The preferred American way to bring off this trick is 
kind of massive private placement, with integrated an 
well capitalised investment banks agreeing with each 
other and with pension funds and insurance companies 
on who will buy what. Price is the last thing fixed. 
Investment banks “build a book” before signing up 
Wall Street takers for specific chunks at-a specific pric 
Dealing in the shares begins almost immediately. Issues 









































need not be offered directly to the public; retail-minded" 
brokers get on to individuals and sell to them, ° 

In Britain, the old demarcation lines between mer- 
chant þank advisers, stockbroker distributors, jobber 
market-makers and institutional sub-underwriters have 
often meant that the firms in charge of advising on price 
have least direct knowledge of what the market will 
bear. Longer procedures make this worse. In fixed- 
price offers for sale, prices may have to be guessed at 
and set ten days before dealing in the shares begins. 
Tender offers are a better way of balancing supply and 
demand, but they turn off individual investors. 

The British all-purpose securities houses created by 
deregulation are edging toward fine-tuning prices be- 
fore an issue is launched. They would edge faster but 
for one requirement in the Companies Act (that offers 
for sale be advertised publicly for at least three days 
before shares are sold) and one Stock Exchange rule 
(which restricts private placements to £3m). The Stock 
Exchange limit should and probably will be raised; the 


creates a common market 


Eureka is beginning to look unexpectedly vigorous. 

After theig meeting in London this week, ministers 

from the 19 participating countri@és have now blessed 72 

_ pan-European industrial R&D projects, costing well 

over $2 billion. Each is supposed to help bridge the 

high-tech gap between European firms and their Amer- 
can and Japanese competitors. Getting this far within 

15 months. of the project's birth is impressive by any 

Standards. More encouraging still is the way Europe’s 

oliticians have remained on the straight and narrow. 


n Brussels, but not of it 

Governments have resisted the temptation to bribe 
companies to do research projects dreamt up by civil 
ervants. Eureka has left Europe’s businessmen free to 
evise their own R&D projects, and submit them for 
ureka approval. This gives Eureka a chance to spawn 
etter products rather than prettier laboratories. Nor 
ave the ministers given way to the temptation to set up 
nother suffocating Eurobureaucracy. Although its tiny 
ecretariat (seven professionals, six support staff) will 
live in Brussels, Eureka has neatly bypassed the Euro- 


pean Commission. The focus of work will stay where it 
_belongs—on company workbenches rather than on the 
desks of technocrats. 
__ Europe’s competitors will of course cry foul, claiming 
that Eureka funnels taxpayers’ money into firms that 
Ought to compete on their own strengths. They would 
do better to stay silent. In Japan and in America, where 
ar wars provides further billions in indirect subsidies, 
government support for high-tech industrial R&D is 
growing. So is the tendency for companies to collabo- . 
Tate on pre-competitive research. Europe, in contrast, 








-Agood beginning will come to a sticky end unless Europe 


«Companies Act requirement should, but probably will 
not, be shortened. iS 

Even if these desirable changes are made, Britain will 
still lack retail houses capable of creating demand and 
Shifting shares fast and wide at a good price. Britain has 
no Merrill Lynches, with several thousand salesmen. 
Nor, since Britain has proportionately less than a third 
as many individual shareholders as America, are its 
firms racing to incur the heavy fixed overheads such 
retail distribution requires. 

Until Britain’s brave new securities all-rounders 
prove they can improve a company’s offer price by 
marketing the issue actively and effectively, companies 
would be daft to exchange London’s cheap fees and 
direct individual access for America’s high Selling 


commissions and limited access. So Britain’s slightly 
quaint procedures are likely to survive for a while 
longer, but companies should exploit increased compe- 
gap be- 


tition between financial firms to reduce the 
tween market and offer prices. 





labours under special, albeit self-inflicted, handicaps. 
By protecting national champions, individual European 
governments have kept alive more firms than Europe’s 
fragmented markets can sustain. Many of the Eureka 
projects are overdue responses to bigger ventures 
outside Europe (see page 75). 

A better criticism of Eureka is that it may be too 
small to make much difference. The 72 projects have 
two features in common. They are designed to lead _ 
quickly to the development of marketable products— 
whether a new strain of sunflower or a next-generation 
telephone network. And they involve the collaborat’ 
of companies from at least two countries. If Europ 
firms are to compete internationally, far more than $2 
billion of collaborative work of this kind is needed. 

The way to get more projects is not for governments 
to dig deeper into their pockets. Eureka’s subsidies are 
likely to cover about half the cost of research projects. 
This is generous enough—probably over-generous for 
big, cash-rich firms like Siemens and GEC. When public: 
subsidies grow, so does the temptation for firms to 
develop unmarketable products. European. govern- 
ments would do better to take note of how one Eureka 
venture—an attempt by Italy’s Olivetti and Britain’s 
Acorn to develop trans-European educational micro- 
computers—has already faltered because of the absence 
of trans-European standards. ° 

In encouraging new links between European produc- 
ers of high-tech goods, Eureka has got off to a go 
Start, but only a start. It will not succeed until Europe- 
ans batter down the barriers that prevent high-tech 
products from reaching a Europe-wide market. Some- ~ 


time this century, please. = 







` ACLOSELOOK AT HOW THE. 

AIRLINES LOOK AFTER THEIR 
AIRCRAFT. 
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Every week, Flight International gives you the most 
balanced view of the whole aerospace industry. 






FIXED FOR 
O-N-E YEAR 


ICE offers a container investment plan with: 


Flight is informative and offers highly respected 
coverage of technical matters. Its written with authority 
for aerospace professionals. 











So, if you don’t want to miss any world aviation news or 
any of our special issues throughout the year, 
make sure you take 
out a subscription to 
Flight International. Now. 


























The inter-Continental Equipment Group manages 
container fleets for investment trusts, companies and 
private owners worldwide with a value in excess of 
US$30 million. By owning a container 
costing from as littleas US$2200 (or 
equivalent) you too can participate. 


Send off the coupon below for our 
brochure which fully explains this 
simple high income investment. 


| Please send me details of the Inter-Continental Equipment 


Investment Plan. 






EXPORTING TO VENEZUELA? 


By order of Government of Venezuela decree number 
1072, dated 17 April 1986 and with effect from 2 June 
1986, pre-shipment inspection is now required for all 
exports destined for Venezuela. This may be carried out by 
any of the world wide network of Bureau Veritas inspection 
tila For full details contact your local Bureau Veritas 
ce, or: 
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Torre Las Mercedes ` -co Pre-Shipment inspection Dept 
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Charter Consolidated 1 PLC. 3 


SHARP IMPROVEMENT IN PROFITS 


Preliminary Results for the Year ended 31 March, 1986 
e o 
Highlights 
©@ Profit before tax: £28.7 million — up 74% 
@ Profit Attributable to Charter: up £9.2 million to £19.8 million 


© Earnings: 18.8p per share — up 88% _ 
© Net worth: 385 million (366p per share) — up 11% 


Summary of- 
Profits showed a sharp improvement. in the 
e year to 31 March, 1986. Revenue increased 


_ and interest charges were much lower. Profit 
before tax, up 74 per cent, rose £122 million E 
to £28.7 million. After taxation at a lower- 


effective rate, profit after tax more than 
doubled to £19.8 million from last year's £9 
million and earnings per share were 18, 8p 
compared with 10p. 


An increased dividend of 7.75p per share. is 
recommended to give a total dividend of 11.5p. 


The better profits of Charter reflect continued 

` progress in reshaping the Group, reducing the 
level of borrowing and seeking higher returns 
on capital. Progress has been made in all three 
_ areas during the past year and although more 
needs to be done (and is in. hand) in civil 
engineering, the advances made by the operat 
ing companies in the manufacturing sector, 
where the bulk of operating- capital is now 
“invested, are encouraging, 











The 
~ Company 


Charter Consolidated is the parent 
company of a British group engaged 
in manufacturing, — construction’ 
mining, and finance and investment. 


Charter‘ s business has been extensively 


reshaped in recent years and much of | 
the capital employed i is now in operat- 
ing companies. 


The manufacturing companies pro- | 
duce mining equipment, railway track 


. components, fire protection and'other. | 


building materials. The construction 
industry companies are engaged in | 
civil engineering, construction and 
insulation services. The mining com- 
panies produce coal and tungsten. 


Besides the operating companies the | 
Group has interests in the marketing, 
refining, and fabrication of precious 
metals, the manufacture of auto- 


motive and industrial. catalysts, in | 


natural resources and in financial. a 
services. 





l Copies of the preliminary statement can be obtained from the C ompany 5 regis istered office at 
40 Holborn Viaduct, London ECIP 1A]. 


The Annual Report » will be posted to shareholders on t or about 10th fly t 1986. 
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Buthelezi’s choice 


FROM A CORRESPONDENT IN SOUTH AFRICA 


President Botha’s get-tough strategy has 
two parts. The first, vigorously pursued 
since Mr Botha put South Africa into a 
state of emergency in mid-June, is to 
throw the government’s black enemies in 
»rjson in the hope of restoring calm and 

juashing the troublemakers. The sec- 
und, once that has been accomplished, is 
to find some black friends who are in a 
position to negotiate a settlement that will 
satisfy most blacks but still, somehow, 
leave whites in control. 

The question that haunts the first part 
of the Botha plan is whether the attempt 
to crush the opposition by impris- 
oning it will restore the peace. The 
question that haunts the second is 
whether Mr Botha can find a black 
interlocutor of any substance. It is 
becoming increasingly clear that 
Mr Botha hopes Chief Mangosuthu 
Buthelezi will be his man. Will he? 

The Zulu leader stands at the 
crossroads of his career. He must 
soon decide whether to join Mr 
Botha’s proposed “national statu- 
tory council”, an advisory body 
that might—say its advocates— 
eventually draw blacks into the 

aking of central government deci- 

sions. The alternative is for him to 

throw in his lot with what the 

outlawed African National Con- 
gress calls the “‘people’s struggle”. 

` The independent third line that Mr 

Buthelezi professes to be following 


majority of Zulus from the Zulu-speaking 
heartland of Natal behind him. Even in 
Durban, Natal’s biggest city, he may no 
longer command the support of most 
blacks. Outside Natal, Mr Orkin found, 
the chief's following among Zulus has 
dipped sharply. It seems to be negligible 
among non-Zulu blacks. 

The government is using the emergen- 
cy to forbid practically all political activity 
by the mainstream black nationalists, 
who look to the ANC and its just-legal 
counterpart, the United Democratic 


Front, for inspiration; but Mr Buthelezi’s 





between these two alternatives is Does he look like a second fiddle? 


becoming less and less plausible. 

He claims to lead nearly all the coun- 
try’s 6m or so Zulus, who account for 
nearly a quarter of South Africa’s blacks 
and about 18% of its entire population. 
But surveys suggest that his support is 
falling. In 1977 West Germany's Berg- 
straesser Institute reckoned he was South 
Africa’s most poplar black leader. When 
asked then to identify a “genuine leader”, 

ə twice as many blacks named him as 
named the ANC’s Mr Nelson Mandela. 

However, recent research by a South 
African pollster, Mr Mark Orkin, sug- 
gests that Mr Buthelezi now barely has a 
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Inkatha movement has been allowed a 
free rein. He was permitted to hold a 
“prayer rally” in Soweto on June 29th, his 
first big meeting there in nearly two 
years. But the Zulu chief had to be 
protected by dozens of heavily armed 
policemen. To avoid an embarrassingly 
thin crowd, the Inkatha organisers had to 
bring in busloads of supporters from 
Natal. Of Soweto’s Im-plus inhabitants, a 
good quarter are Zulu. The rally drew 
only about 15,000 people. 

Mr Buthelezi seems to realise that a 
moment of truth is approaching. At the 












prayer meeting, where his speech was 
almost pure politics, he hinted that he 
might accept a place on the proposed 
national council. If he did, he said, it 
would mark the start of the “final victory 
for the black struggle for liberation’ —so 
long as Mr Botha first let Mr Mandela out 
of prison. Mr Buthelezi said he would 
also have to win a “massive mandate” 
from blacks before he joined; and the — 
council would have to be more than a 
mere talking-shop. 

Even the barest of these conditions ' 
would be hard for the ruling National 
party to meet, and that makes Mr Buthe- 
lezi’s choice hard. He could join the 
council but then find himself, yet again, 
hitting his head against a brick-wall refus- 
al to give blacks real power. Or he could ~ 
hold out, get nothing from Mr Botha, but e- 
see his power-base even in Natal shrink — ti 
even further. There is another possibility: — 
he could try to make his way back — 
into the mainstream of the black 
opposition. e 

But too much blood may already 
have been shed for a reconciliation 
between Mr Buthelezi’s supporters 
and the black radicals. In Durban 
especially, the competition be- 
tween them has led to a lot of 
killing. Besides, many people now 
believe the autocratic Mr Buthelezi 
would never allow himself to play 
second fiddle to another black 
South African, even Mr Mandela. 
Primacy for Mr Mandela would 
probably be the radicals’ minimum 
price for a reconciliation. 

The Commonwealth’s “eminent 
persons group”, however, drew 
some interesting assurances from 
both Mr Buthelezi and Mr Man- 
dela. The group said the ANC lead- 
er’s attitude to other black groups 
was conciliatory. Their eminences 
reported that “he did not conceal his — 
differences with Chief Buthelezi . . . Ne- _ 
vertheless, he was confident that, if he — 
were to be released from prison, the unity — 
of all blacks, including Chief Buthglezi, _ 
could be achieved.” More strikingly, the — 
Commonwealth visitors say that Mr 
Buthelezi himself told them “‘in the plain- _ 
est terms that he would work for 
Mandela”. S 

At the moment, of course, there is s 
almost no prominent pro-ANC leader with 
whom Mr Buthelezi could work: they are’ 
all in jail or th exile. The detainées’ 
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parents’ support committee, a Johannes- 
burg-based group, has worked out that 
probably more than 4,000 people were 
arrrested in the first two weeks of the 
current emergency. That compares with 
8,000 detained under emergency rules 
during the whole of the July-to-March 
emergency that began last year. 

This time the government seems to 
have made a concerted attempt to break 
up the UDF; its leaders, scattered all over 
the country, have accounted for over a 
quarter of known arrests. And the trade 
unions have been particularly hard hit, 
with at least 222 leaders and more than 
720 rank-and-file members detained. 

If Mr Botha is to carry out the first part 
of his two-part strategy, crushing the 
resistance and restoring peace, the death- 


Nicaragua 


rate will have to staft falling. This year it 
has been” running at 130 a month, com- 
pared wih 70 a month last year. Even 
according to government figures, about 
100 people have beenekilled since June 
12th. Mr Botha will also have to ensure 
that the trade unions do not grind industry 
or mining to a halt with a wave of protest 
strikes. They say they will do just that if, by 
July 10th, their leaders are not let out. 

It will be equally hard for Mr Botha to 
make concessions big enough to lure Mr 
Buthelezi on to his council but small 
enough not to inflame the Afrikaner 
right. On August 12th Mr Botha is to tell 
acongress of his National party exactly how 
he intends to set about squaring that circle. 
The meeting may bring Mr Botha—and the 
rest of South Africa—tittle joy. 





Now prove yourselves 


There are said to have been all-night 
parties in the jungle camps of Nicaragua’s 
contra guerrillas when the news came that 
President Reagan’s proposal to renew 
American military aid to them had been 
approved by the House of Representa- 
tives in Washington. The contras will now 
have to show that they deserve the sup- 
port Mr Reagan has given them. The best 
way they can do so is to create something 
important they have never yet had: a 
strategy. 

The rebels plan to spend the $70m of 
military aid on a fairly modest shopping- 
list that includes anti-aircraft missiles and 
automatic rifles. They face a growing 
Sandinist arsenal. The Americans claim 
that a dozen Soviet M1-8 helicopters were 
unloaded in mid-May from a freighter at 
Nicaragua’s Pacific port of Corinto. That 
brought the total in the Sandinists’ pos- 
session to about 25. They also have a 





dozen MI-24 helicopter gunships. 

For several months, the contras have 
been carrying out hit-and-run operations 
in Nicaragua. They have not, however, 
taken on the Nicaraguan army in a serious 
engagement or attempted to take and 
hold any important part of the country. 
The contras respond to jibes about their 
performance by saying that, without anti- 
aircraft missiles, they are defenceless 
against the Sandinists’ helicopters. Some 


‘people suspect the real reason is that they 


are unwilling to take risks. 

Still, they begin the new stage of the 
war in better political shape than before. 
Most of them have now subscribed to, or 
agreed to co-operate with, a federation 
called Nicaraguan Opposition Unity 
(UNO). This comprises the Nicaraguan 
Democratic Force (FDN), the biggest 
guerrilla army, based in the north; the 
Indian group KISAN in the north-east; and 
UNO-South, a small guerrilia force led by 
Mr Fernando (El Negro) Chamorro. 
UNO-South includes several commanders 
from the army of Mr Eden Pastora, who 
recently gave up the fight because he had 
run out of American sympathy, and 
therefore out of guns and bullets. How 
many fighting men this adds up to is 
unclear. The federation boasts that the 
FDN has more than 15,000 fighters, KISAN 
2,000 and uNo-South 3,000; but these 
figures are probably a bit high. 

Mr Adolfo Calero, the leader of the 
FDN, says that the contras’ immediate aim 
is to instal an “assembly of free people” 
inside Nicaragua. This would be made up 
of 32 representatives from six opposition 
parties, three trade unions and several 
professional associations. Its official pur- 
pose would be to invite the Sandinists to 
“democratise the country”. Its real pur- 


pose would probably be to serve as an 
alternative government. 

The Sandinists seem to take the contras 
seriously. Their first reaction to the vote 
in Washington was to narrow even further 
the country’s remaining range of liberties. 
President Daniel Ortega said on June 
27th that “we are not going to be so naive 
as to accept a civic opposition, because 
that doesn’t exist any more”. Mr Bayardo 
Arce, the Sandinists’ chief ideologist, said 
that “revolutionary laws will be applied 
rigorously” against “internal enemies”, 
The government closed the only opposi- 
tion newspaper, La Prensa, on June 26th. 
Two days later, the spokesman for the 
Catholic church in Nicaragua, Monsignor 
Bismark Carballo, a Nicaraguan citizen, 
was told he would not be allowed to come 
home from a trip to France. 

In fighting the Sandinists the rebels will 
be helped by dissatisfaction aboyt short- 
ages of food and medicine in Nicarag 
Mr Freddy Morales, director of supp... 
of the internal trade ministry, said recent- 
ly that “more critical days are coming for 
the supply of bananas, plantains and even 
tortillas”. The destruction of a warehouse 
containing seed potatoes is liable to affect 
the next potato harvest. Meat has not 
been on sale in some shops for at least a 
month. But none of this will get the 
contras closer to Managua unless they use 
their new American money to fight more 
convincingly. 


New Zealand 
What, us worry? 


Mr David Lange is an awkward cuss, to 
use a New Zealand expression. He also 
has charm. The American secretary of 
state, Mr George Shultz, acknowledge 
both these characteristics on fune 27 
after the failure of 18 months of effort to 
persuade New Zealand’s prime minister 
to allow American nuclear-powered and 
nuclear-armed ships to use New Zea- 
land’s ports. Mr Shultz said in Manila that 
the United States and New Zealand were 
no longer formally military allies, but that 
they parted as friends. 

Being a friendly non-ally is a subtle 
category in international relations. It is 
made subtler by Mr Lange’s apparent 
decision not to repudiate the ANZUs pact, 
which was signed by Australia, New Zea- 
land and the United States in 1951. The 
pact refers to the three countries’ “sense 
of unity” if an aggressér should attack any 
of them, and calls on them “to meet the 
common danger” in accordance with 
their constitutions. Mr Lange, a lawyer by 
training, has noted that these are rather 
imprecise commitments. 

New Zealand's navy (four frigates plus 


THE ECONOMIST JULY 5 1986 
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a few patrol boats) will be upset that it 
will no longer be invited to go on the 
manoeuvres with the Australian and 
American navies which have been a prac- 
tical part of the ANZUS alliance. But Mr 
Lange seems to have reasoned that if a 
Russian armada one day loomed up off 
Auckland the Kiwis would hardly be 
likely to have to fight it alone: 


Does the ANZUS treaty determine through 
what eyes the United States sees a defence 
strategy throughout the Pacific? Or is there a 
collective interest by people broadly of west- 
ern orientation to see that there is no 
physical molesting of smaller nations by 
huge countries? 


This rather carefree idea that the Ameri- 


Untrustworthy 


This month may bring one of those 
Soviet vetoes in the United Nations 
Security Council that are less frequent 
than they used to be. The council is to 
debate the proposal to end 39 years of 
American trusteeship in Micronesia— 
the Trust Territory of the Pacific Islands, 
to give it its formal name. Referendums 
have been held in the four regions of this 


wide scattering of small islands, and the 


Marshalls, Palau and the Federated 
States of Micronesia have chosen a status 
described as “autonomous in free associ- 
ation with the United States”; the North- 
ern Marianas pgeferred the kind of “‘as- 
sociated commonwealth” status that 
Puerto Rico has long had. 

Once there were 11 UN trust territo- 
ries, but by 1975 the other ten had either 
become independent or been merged, 
with their inhabitants’ consent, into 
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cans will always be there to help you in a 
pinch will not please the United States. 
But Mr Shultz’s main worry about the 
Lange doctrine is more specific: that New 
Zealand’s nuclear allergy could be catch- 
ing. If it spread, it could deny America 
the use of other ports both in the Pacific 
and elsewhere. 

The Philippines claimed recently that 
nuclear weapons could be brought into 
the American bases at Subic Bay and 
Clark Field only with the permission of 
the Philippine government. The Ameri- 
cans said firmly there was no such agree- 
ment, implying that they had no intention 
of signing one. Japan and Norway, among 
others, find nuclear-ship visits a sensitive 


neighbouring states. A similar dwindling 
affected the Trusteeship Council that 
had been created to oversee their admin- 
istration. The UN charter said that this 
council should consist of the administer- 
ing states and an equal number of others, 
and that the Security Council’s five per- 
manent members—America, Britain, 
China, France and Russia—were to be 
included in one capacity or the other. 
Since 1975, with America left as the only 
administering power, this formula has 
proved impracticable. The Trusteeship 
Council’s only remaining members have 
been the “big five”. In practice only four 
have sat, as China has refused to attend 
any meetings. 

In the last week of May those four 
discussed the Micronesia proposals and 
approved them by a vote of three to one. 
But the one was Russia, which de- 
nounced the provisions that would allow 
America to retain rights to bases in the 
islands, and indicated that it would vote 
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` subject, but have gone along with Ameri- 


ca’s policy of refusing to confirm or deny 
whether a vessel is nuclear-armed. Amer- 
ica’s fear is that Mr Lange’s example may, 
make it harder for them and ‘countries 
like them to continue to go along. 

For all Mr Shultz’s pleasantness of 
manner towards Mr Lange, the United 
States will continue to try to bring New 
Zealand to heel. An American official 
said that the Reagan administration 
would be unlikely to defend New Zea- 
land’s economic interests if they were 
challenged by protectionist moves in 
Congress. The presumed American hope 
is that Mr Lange will lose an election 
before too long and be replaced by some- 
body who doesn’t mind the odd nuclear 
ship dropping in. But the Americans will 
have to be patient. 

Even if Mr Lange’s Labour govern- 
ment is defeated at the next general 
election, a new government would not 
necessarily scrap its predecessor’s non- 
nuclear policy. This policy will be incor- 
porated in legislation due to be intro- 
duced in New Zealand’s parliament in 


September. Misguided they may be, buta e 


lot of New Zealanders still seem to like 







nuclear-free. 


China 
Same old 






DUNI 
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For a long time nothing bhi China’s 
international standing more than its per- 
secution of religious believers. Buddhist 
lama temples in Tibet and Muslim 
mosques in Xinjiang were destroyed, and 
churches were converted into factories 





“no” again when the Security Council 
was asked for its endorsement. Paradoxi- 
cally, that endorsement is needed only 
because the Americans, from the start, 
wanted access to bases in Micronesia and 
therefore had it classed, uniquely, as a 
“strategic” trust territory. 

The Russians have accused America 
of “neo-colonial” manoeuvring. They 
are doubtless hoping that this line of 
argument will bring them enough third- 
world allies to prevent the Micronesia 
proposals from getting the support of a 
majority in the 15-member Security 
Council. But if the council’s third-world 
members prefer to be guided by the 
Pacific’s independent island states, 
which seem to favour the proposals, 
Russia will have to use its veto to block 
an endorsement. The effect of such a 
blocking move would be to maintain the 
UN’s supervisory role in Micronesia, The 
Trusteeship Council would then not lose 
its last reason for continued existence. 
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some of the buildings, freed priests and 
made promises of religious freedom. The 
= „“World Conference on Religion and 
= Peace’’,*just concluded in Peking, was 
i umably meant to confirm the change 
of heart. It didn’t. 

Some 100 foreign delegates turned up, 
among them an archbishop and two bish- 
ops from Rome, an Israeli rabbi and a 
metropolitan from Kiev, together with 
500 Chinese Buddhists, Christians, Mus- 
lims and Taoists. The delegates were 
assured that China’s believers wanted the 
world to relax about them. Peking’s tam- 
est Tibetan, the Panchen Lama—the Da- 
lai Lama lives in exile—urged his listeners 
to increase world happiness. 

The show of religious tolerance China 
is preserting to outsiders does not, how- 
ever, seem to fit in with the party line, 
which remains unbendingly anti-reli- 
gious. As the conference was opening, 
the magazine Outlook, sometimes de- 
scribed as the house-organ of Dengism, 
assured its readers that religion is still the 
opium of the people. Religion, the maga- 
zine said, is the result of “belief in the 
existence of superhuman forces”. Al- 
_ though some of the moral standards up- 
held by religions “still conform to the 
building of socialist spiritual civilisation”, 
the article went on to argue that “the 
_ anaesthetic roje of religion is innate and 

negative’. ° 
l The foreign delegates to the conference 
are unlikely to have seen Outlook. Nei- 
_ ther would most of them have read Party 
Document 19, published in 1982, which 
sets party members a “magnificent goal: 
an era when all the various religious 
expressions of the actual world finally 
_ disappear”. Although the Chinese consti- 
_ tution guarantees freedom of religion, the 

party controls religious affairs. These af- 

fairs, says Document 19, must be con- 
ducted only under or through “patriotic 
= associations” to which each religious 
_ group must belong. Religious infiltration, 
_ “especially by the Vatican and Protestant 
missions”, is to be resisted. 
_ „The three Vatican delegates could not 
= have been ignorant of how implacable 
= this resistance sometimes becomes. In 
1983 Bishop Joseph Fan Xueyan and his 
vicar-general, Father Huo Binzhang, 
= were jailed on a charge of “‘colluding with 
= anti-Chinese foreign forces to jeopardise 
the ity of the motherland”. The 
_ bishop had previously been jailed be- 
= tween 1958 and 1979 for his religious 
beliefs. 

China is making a grand experiment of 
_ trying to wrench a Marxist economy into 

_ the twentieth century. Nobody should 
think that, public relations apart, this yet 
_ means much for freedom of conscience in 
__ the’world’s most populous country. 


















and stores. Since 1979-China has restored 





Some things don’t change. The Develop- 
ment Assistance Committee of the OECD 
has reported that its 18 member-coun- 
tries last year gave developing countries 
$29.6 billion in official development as- 
sistance, which it defines as grants or 
subsidised loans with a grant element of 
more than 25%. That was 3% more than 
the figure for 1984; and even allowing for 
shifts in price levels and exchange rates, 
it was 1.8% more. But as a percentage of 
the donors’ GNP, aid fell slightly last 
year, to 0.35%. In 1971, when the Unit- 
ed Nations set an aid target of 0.7% of 
rich countries’ GNP, aid amounted to an 
almost identical 0.34%. 

There are other things worth noting in 
the report. One is the decline in the 
share of aid that goes to multilateral 
agencies, such as the World Bank and 
the African Development Bank. It fell 
from 34% in 1980 to 30% in 1985. 

The third world gets aid from other 
sources, of course. Last year it got $6 
billion from Comecon and OPEC. But 
Comecon’s contribution (three-quarters 


Aid by major donor-country 


groups (At 1984 prices and 
exchange rates) 
ju eae I 





Hostages in Lebanon 
And the others? 


An American congressman, Mr Robert 
Dornan, has come back from Syria with a 
hint of hope from President Hafez Assad 
that there will be some “good news very 
soon” about the western hostages who 
have been held captive for months or 
years in Lebanon. There had been an 
earlier shimmer of expectation a week 
before the congressman’s visit when two 
French hostages were released. 

What hope now for the other 15 or so 
Europeans and Americans? What more 
can western governments do without sim- 
ply giving in to blackmail? Does either 
the Syrian or the Iranian government 
have the power to make the kidnappers 
release their prisoners? And precisely 


Less money for more people 


Aid from OECD* countries, 1985 
as % of GNP 
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of which goes to Comecon members 
Cuba, Mongolia and Vietnam) remains 
stuck at 0.21% of GNP, while OPEC’s has 
collapsed. A brighter note is struck by 
private voluntary agencies: in 1985, the 
year of Live Aid, they raised $3.1 billion, 
20% more than the year before. 

The really bad news comes from the 
total flow of resources to developing 
countries: official aid accounts for only 
44%. Non-concessional government 
loans contributed $12.8 billion last year, 
only $100m more than the year before. 
Government export credits pee 
from $18 billion in 1981 to only $3 billion 
last year. And the net flow of private 
money has dwindled: it was $74 billion in 
1981 but only $29 billion in 1985. Direct 
investment has halved, and commercial 
bank loans have quartered. The result— 
rarely noticed when official aid budgets 
are set—is that the total net flow of 
money to developing countries fell from 
$139 billion in 1981 to $80 billion last 
year. Their population grew between 
those years by more than 10%. 
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* Development Assistance Committee members 
1 Excluding Overseas Departments and Territories 


who are the kidnappers? 

None of these questions has a simple 
answer. It seems, unfortunately, that the 
three western countries involved—Amer- 
ica, Britain and France—are not exactly 
in step with each other. The line between 
showing flexibility and yielding to black- 
mail is not always clear-cut. The French 
claim that the expulsion from France of 
Mr Massoud Rajavi, a leading opponent 
of Iran’s ruling ayatollahs, had nothing to 
do with the subsequent release of the two 
Frenchmen—although the groups that 
had been holding them are almost cer- 
tainly Lebanese Shia Muslims who look 
to Iran’s ayatollahs for inspiration. 

The French government still sounds 
more hopeful than the other western 4 
governments about freeing the rest of the 
hostages. There is talk—coincidental, no 
doubt—of France repaying to Iran a loan 
made by the Shah in 1974. The kidnap- 
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_OF COURSE YOU COULD GO Ž 
SOMEWHERE ORDINARY 
but... Heads of State don't stay in 
ordinary hotels, nor do Tycoons or 
Celebrities. Ordinary hotels don'tinspire 
songs and books, plays and films. 

If you want the right address in London, , 
reserve now, Like London itself, The Savoy 


is always in season -there's nowhere 
quite like it, 
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For further details, contact The Savoy, The Strand, London WC2R OEU. Telephone: 101] 836 4343, Telex: 24234 A member of The Jeading Hotels of thé World’ eo 
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continue to do very well 


MINT Guaranteed offers the rewards of 
trading without the risks. The new issue of 
shares is open for subscription until 

ist October, 1986. 


© Management experience backed by two 
centuries of trading 


© US dollar based 
© Complete confidentiality 
@ Minimum investment $30,000 


@ Outstanding performance. As Futures & 
Options World said in February this 
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pers may also want France to give a signal 
about reducing its supply of arms to Iraq. 
Mr+Jacques Chirac, the French prime 
minister, has given the impression that he 
may be “flexible” to get his people back. 

It is harder for America to show such 
“flexibility”. Of the seven Americans 
kidnapped in Lebanon during the past 
four years, one was murdered after the 
American bombing of Libya in April, and 
Mr Assad told Mr Dornan that another 
had probably been killed earlier. (Yet 
another American, whose disappearance 
had not been thought politically motivat- 
ed, was released on July 2nd.) The Amer- 
icans may be hoping to coax some anti- 
terrorist co-operation out of Syria. Mr 
Assad, in turn, may be trying to advance 
his attempt to resume contacts with more 
conservative Arab regimes. 

Britain has even less leverage than 
America. Palestinians and other Arabs 

casionally ask Britain to release some 

the Arabs who are serving time in 
British prisons for politically motivated 
murders and bombings. But Mrs Thatch- 
er is no more willing than Mr Reagan to 
strike bargains of that kind. 

Any dealing with hostage-holding 
groups is frustrating and unpredictable. 
Although most of them owe some alle- 
giance to Shia Islam, whose stronghold is 
Iran, you cannot, as a British diplomat 
put it, “just pick up the telephone to 
Tehran to ask them for help”. Nor can 
Syria be counted upon as an 
intermediary. 

Mr Assad’s motives are unclear. He 
professes to have been striving all along 
for the hostages’ release, but they are, for 
him, useful counters in a complex game of 
bargaining. What is new is that Mr Assad 
is now under great pressure, both inside 
Syria and in the wider Arab world, and 

zrefore has more reason to use his 

unters.” 

- The other new element is that Mr 
Assad may have less control over the Shia 
zealots in Lebanon than before. He can 
still influence the fate of hostages—his 
powers of persuasion must have helped 
free the two Frenchmen—but he proba- 
bly cannot have hostages freed by a mere 
snap of his fingers. At the end of June, 
Syria tried yet again to impose a new 
ceasefire on West Beirut. It was still 
holding on Thursday, and even the Hez- 
bollah, the wild Shia “Party of God”, has 
told its armed men to come off the 
streets. But the anarchy in Lebanon con- 
tinues, and Syria’s grip on that country- 
in-name-only is stil? weakening. 

This may mean the Lebanese gangs 
that kidnap people will proliferate. No 
fewer than 33 such groups have admitted 
responsibility for acts of violence. Mr 
Assad can influence only some of them, 
and perhaps fewer now. 
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Rugby a 


The last of the 
shamateurs 


FROM A SPECIAL CORRESPONDENT 





Sport-watchers who still have an appetite 
for World Cups can look forward to two 
more next year—neither in soccer. One is 
cricket, whose world championship will 
be held in Pakistan and India. The other 
will be 15-a-side rugby union’s first-ever 
world championship. 

The rugby championship will be an odd 
affair, with Australia and New Zealand 
its joint hosts. Among the other 14 coun- 
tries taking part will be such lesser-known 
rugby-playing nations as Italy, Romania, 
the United States, Canada, Zimbabwe, 
Japan and Fiji. But politics means that 
what may be the best team in the world, 
South Africa, will not be playing. And 
critics of the event fear it will destroy the 
amateur status of one of the few big 
sports that is still non-professional. 

Not that rugby union’s amateur condi- 
tion is pristine. (A closely related sport, 
rugby league, played by 13 men a side, is 
fully professional.) There are widespread 
allegations of under-the-table payments 
to rugby-union players. In the 1970s, top 


Hero of the month 





Every hero becomes a bore at last, 
Emerson said. But hero-worship for Die- 
go Maradona, who helped Argentina 
win its World Cup soccer victory over 
West Germany on June 29th, could last 
for several weeks. That is a long life for a 
contemporary hero. 

Not many years ago heroes were pro- 
hibited. In their place there were anti- 


INTERNATIONAL 


players in Wales and England were paid 
by Adidas to wear its boots, in what 
became known as the “boot-money scan- 
dal”. In Britain even writing an autobiog- , 
raphy has been enough to get ù player 
banned from the game for life; but in New 
Zealand international players adyertise 
products on television. In Eastern Eu- 
rope, rugby is no more amateur than any 
other state-sponsored sport, such as soc- 
cer or athletics; only the payments differ. 
It is an open secret that rugby players are 
paid in France. 

Rugby money changes hands quickest 
in South Africa. Players can get up to 
$30,000 a year, either directly or as fringe 
benefits. It has been alleged, though not 
proven, that large payments were made 
to the rebel New Zealand team that 
recently toured South Africa. Some rug- 
by enthusiasts think South Africa’s exclu- 
sion from the world championship will 
make it even more inclined to lure players 
from abroad with cash. 

“Let’s make it professional,” says a 
former England rugby captain, Mr David 
Cooke. Traditionalists counter that there 
is not enough interest in the game, at least 
in Europe, to support it as a business. 
Despite the success of the Five Nations 
Championship (England, Scotland, 
Wales, Ireland, France), club rugby in 
Britain is struggling. Few clubs make a 


e 
heroes, previously known as cowards. 
The hero has made a modest come-back, 
but would be almost unrecognisable to 
traditional hero-worshippers. There has 
been no hero-soldier since MacArthur, 
no hero-politician since Churchill, no 
hero-scientist since Einstein, no literary 
hero since Hemingway, no heroic space- 
man since John Glenn, no heroic country 
since Israel in its first two or three wars 
after independence. There are plenty of 
local heroes, who lead campaigns to stop 
their village greens from being used to 
dump nuclear waste and that sort of 
thing, but local and hero do not seem 
words that belong to each other. A hero 
should be popular on a grand scale. 

Sportsmen are rarely popular outside 
their sport because they are dull when 
not kicking balls or running races. Mr 
Maradona’s appeal to the non-sporting 
public is that he looks so unheroic: a 
barrel of a man who has clearly eaten too 
much pasta. Had he been a bit taller and 
leaner round the waist, he would have 
been just another world-beater. 

Bob Geldof is the most enduring of 
the new heroes, perhaps because he does 
not seem to care. Heroes are not expect- 
ed to go in for self-advertisement. So 
Richard Branson, who did the other 
spectacular thing this week by driving a 
motor boat across the Atlantic, is not a 
hero. But, in the curious code of merit of 
the 1980s, he does get a badge for doing 
something daft. 
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profit. The income in 1984 of one top 
London club, Saracens, was £34,635 
($54,000), and its expenses £38,171. How 
„Could such clubs go professional? 

These *arguments ignore both rugby- 
league play, which manages to exist as a 
professional sport, and the tonic effect 
that allowing advertising could have on 


India 


rugby-union revenues. The leaks in rugby 
union’s supposed amateur status already 
make the claims-of amateurism sound 
pretty thin. As a former Scotland captain, 
Mr Peter Kininmonth, puts it: “The real 
amateur who is holding down a responsi- 
ble job cannot train every day; therefore 
he is not going to get into the side.” 





Love and squalor in Calcutta 


FROM OUR INDIA CORRESPONDENT 


Calcutta’s middle class, and its govern- 
ment offices, are moving out. The decay 
and congestion are too much for them. So 
they are going east to Salt Lake City, built 
on filled-in lakes that used to provide 
Calcutta with fish. Their new home is 
well-planned, clean, has a working drain- 
age system, and is as dull as New Delhi. 
Even so, its inhabitants cannot entirely 
escape Calcutta’s ambience. On the way 
out to Salt Lake City, on the eastern 
bypass, taxi drivers cover their noses with 
handkerchiefs to mask the smell of tan- 
neries and decades of garbage. 

Calcutta will soon be left with the very 
rich and the poor. The rich are insulated 
from the city: they live in great white 
colonial mansions in Alipore, Ballygunge 
and Park Stręet, to the south of the city 
centre. They have generators, in case tħe 
electricity fails, and air-conditioned cars. 
The poor live everywhere: around 3m are 
in slums to the north and south of the city, 
which get worse the farther out of town 
you go, and 1.5m live on the pavements. 

Most of the poor are Hindus who came 
from East Pakistan, now Bangladesh, 
when India was partitioned in 1947. An- 
other batch came in 1971, during the civil 
war between East and West Pakistan. 
Over the years, other poor people have 
drifted in from the hungry countryside of 
eastern India—from the rest of West 
Bengal (the state of which Calcutta is the 
capital) and from Bihar and Orissa. 

There are now 10m people in Calcutta, 
which the British built for 1m. Even with 
unlimited money, it would be hard to 
arrange for those people to live decently 
in a decaying city whose soggy climate 
stimulates rot. And Calcutta does not 
have unlimited money. The city com- 
plains that the central government dis- 
crimjnates against it. Both Bombay and 
Delhi have recently had injections of 
money to help put them in order, but in 
April the central government refused 
Calcutta’s request for 8 billion rupees 
($640m). It has to be added that the 
Communist government which runs Cal- 
cutta has also discriminated against the 
city in favour of the countryside, where its 
most reliable supporters live. 
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Calcutta has received World Bank 
money—about 1.8 billion rupees over ten 
years—much of which has been spent on 
improving the slums. Some slum areas 
have electricity, tarred roads, public lava- 
tories and a water supply. But the people 
who have benefited most from the im- 
provements are landlords and the tenants 
who rent blocks of land and sublet the 
shacks on them. A house in a smart slum 
can cost 800 rupees a month, so the very 
poor have had to move even farther out. 

The city’s water is a bit cleaner than it 
used to be, but water is still in short 
supply. The electricity supply has im- 
proved in the past six months: it is cut 
only an hour or two each day (not much 
more than in Delhi), instead of five or six. 
But the telephone system offers a wild 
selection of wrong numbers. And while 
the poorest pick through the piles of 
rubbish in the streets for rags and newspa- 
pers and charcoal, the main roads are still 
littered with rotting garbage. 

The drains have had it. A brief cloud- 
burst leaves much of the city under a foot 
of water. Age and silt have destroyed the 
drainage system the British built, and the 
filling-in of the salt lakes has messed up 
the area’s natural drainage. The munici- 
pal authorities have no map of the drains, 
so repairs are difficult. 

A menagerie of government and pri- 
vate buses, trams and rickshaws blocks 
the roads, yet the suburbs do not have 
enough public transport. India’s first un- 
derground railway, opened this year, will 
lighten the load a little. But the excava- 
tons for the metro have meant a decade of 
huge holes in the main streets in the 
southern half of the city, and the northern 
half is now getting the same treatment 
during the second stage of the project. 

At least people have stopped moving 
into Calcutta. The growth rate of its 
population is now 3%, only slightly above 
the national average. By spending money 
on creating jobs in the villages, the Com- 
munist government of West Bengal has 
made the city relatively unattractive. Its 
economic decline means that no jobs are 
to be had: the streets are full of traders 
scraping a tiny living from secondhand 





At home on the streets 


magazines, goldfish and sugar-cane juice. 
Bombay is the boomtown that job-seek- 
ers flood to these days. 

Calcutta houses an extraordinary mix 
of people. There are Chinese, who run 
the tanneries, Sikhs, who drive taxis, and 
Armenian traders. There is a small Jewish 
community and a large Muslim one. Yet 
at a time when religious and ethnic vio- 
lence is commonplace in India, Calcutta 
has been peaceful. The Communist party 
has never gone in for organising riots: if 
only Congress party governments in other 
states were as virtuous. 

Calcutta is the only city in India where 
a woman need not worry about walking 
around alone at night. It is India’s most 
peaceful as well as liveliest placé. It has 


street life: on Saturday night “big people, - 


small people, love people” (as a taxi 
driver puts it) congregate in hundreds in 
the park opposite the Victoria Memorial 
to take the night breeze and cold drinks. 
Conversation is an entertainment not yet 
destroyed by television. People meet for 
addas, at which anything from the decline 
of Bengali socialism to film stars is dis- 
cussed. Street-theatre groups come in 
from the countryside during the mon- 
soon, and make good money performing 
Hindu myths or the life of Lenin. 

For the Briton, Calcutta offers an in- 
dulgence in grand imperial architecture 
and the sometimes pompous perfection of 
the Bengalis’ English grammar. Nowhere 
else in India will a secretary, pressed to 
say when his superior will be available, 
reply, “Madam, the time at which meet- 
ings start can be predicted. The time at 
which they finish cannot.” 
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give absolute first priority to antici- 
pating and meeting the needs of our 


A je: i 1 e T. oe . t 
lescence. In the last 13 years we’ve 
- upgraded the performance of our CF6- 
50 series of engines toa ble 
degree—improving fuel efficiency 


by 5.6%, increasing thrust from 48,000 — 
to 54,000 pounds, and time between | 


— 


shop visits from 1000 to 5000 hours. 
Yet, every design change behind 
these improvements can be retro- 
fitted into engines we manufactured 13 
years ago. And the same thing will - 
apply to the next generation of fuel effi- 
cient jet engines now being delivered: 


-80C2. 
nge = Itallcomes down to an atti- 


e. Promises are not just a matter 
of good intentions. Promises are 
meant to be commitments. 
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Slow, slow, quick, quick, slow, 
uphill to the summit 


President Ronald Reagan and Mr Mik- 
hail Gorbachev are foxtrotting, bumpily 
and with no evident enthusiasm, towards 
a probable summit at the end of the year. 
When they met in Geneva last Novem- 
ber, they agreed to see each other again 


Washington in 1986 and in Moscow in — 
87. Mr Reagan, keen to keep Mr Gor- 


bachev to this commitment, is concentrat- 


ing on dates—though, in fact, nothing - 


makes the 1986-87 calendar particularly 
immutable and the president could prob- 
ably accept a slippage of a month or two. 
The Russians also want the meeting, but 
only if they can be assured that this time, 
unlike last November, it will lead to some 
tangible agreement on arms control. 

Time and place have yet to be fixed for 
a pre-summit warm-up between the two 
foreign ministers, Mr George Shultz and 
Mr Edward Shevardnadze. The Russians 
cancelléd the meeting that had been ar- 
ranged between the two men in protest at 
America’s bombing of Libya in April. 
American officials thought this re- i 
sponse excessive; they recalled that 
in 1972 Brezhnev had not found it 
necessary to cancel President Nix- 
on’s visit to Moscow even when 

nerican aircraft were bombing 

. woviet ships in Haiphong harbour. 
Mr Shultz allowed himself to sound 
irritable as he toured the Pacific last 
week: “If they don’t want to have a 
meeting, there’s nothing much we 
can do about it,” said he. But on 
July ist a Soviet deputy foreign 
minister proposed something about 
a “preparatory mechanism” for a 
foreign ministers’ meeting. 

Mr Reagan is exaggerating the 
progress in Soviet-American rela- 
tions with his mood-music about “a 
turning-point”, a phrase that he has 
used twice in recent speeches. The 
president wants to prove that his 
defence strategy, his sort-of-a-deci- 
sion on SALT-2 and his decided as- 
sertiveness on regional issues pay 
dividends in Soviet amenability. He . 
also wants, without being too spe- 
cific, to persuade Mr Gorbachev 
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that a visit to Washington would be 
propitious; the Soviet leader is holding 
out for a tight assurance that he will not 
return from the next summit, as he did 
from the last; with his hands empty. So in 


these pre-summit times it is in America’s 


interest to make it sound as if the negotia- 


‘tions on arms control are going rather 
‘better than they really are, and in Rus- 


sia’s interest to do the opposite; these 
positions were reflected in the comments 
of the chief negotiators at the end of the 
latest round of Geneva talks. - 

Yet, without the political gloss, the 


‘elements of a possible agreement are 


emerging. The latest Soviet proposals, 
including an offer contained in the letter 


“from Mr Gorbachev that was delivered to 


Mr Reagan late last month by the new 
Soviet ambassador, Mr Yuri Dubinin, 


suggest that a compromise deal on medi- - 


um-range missiles in Europe and Asia 
could be fixed quite quickly. And the 
framework of a more ambitious scheme is 








privately) that the Soviet Union is an evil 




















































beginning to become more distinct: some 
restrictions on the development of defen- 
sive space weapons, in exchange for deep . 
cuts in long-range offensive missiles. o 

The questions asked about the Ameri- 
can side are whether it can work out its 
internal debate on these issues and, if so, 
how it can be achieved during the sum 
mer’s sleepy months. Any progress in the 
near future turns on arms control. It is 
inconceivable, so long as Mr Reaga 
remains president, for the United Sta 
to compromise on the support that Amer 
ica has committed to three or four third. 
world guerrilla movements fighting gov 


On arms control, it is as inaccurate 
ever to speak of so cohesive a body 
“the administration”. Even Mr Reaga 
own instincts are divided. He could, gi 
adverse ‘circumstances, return to. the 
phase of saying publicly (as he still ‘does 


empire. But the president would de: 
like the political fillip that a couple m 
summits, linked. with respectable ar 
coptrol agreements, would give to the las 
years of his presidency. And he appe: 


could get him back to the homely su 
roundings of his ranch in California. 
Mr Caspar Weinberger, the de 
fence secretary, is a consistent fe 
low who still heads the league í 
administration doubters; he di 
misses the latest Soviet concessio 
as tactics. There is nobody in th 
administration with Mr Wein 
ger’s weight of office, plus 
weight with the president, to ar, 
the opposite point of view. 
departure of Mr Robert McFarlai 
from his job as national securi 
adviser has left a gap; Mr Mc! 
lane was no dove, but he beli 
that star-wars research could € 
tually provide the United Sı 
with an unmatchable lever to for 
a reduction in strategic nuclear 
weapons. he 
Who then, with easy access t | 


might, with caution, be desirab 
Mrs Nancy Reagan, fora start 
George Bush, the vice-president 
so far as he deems it expedient 
And, from the sidelines, ex-Pre 
dent Richard Nixon; whom) 





AMERICAN SURVEY 


Reagan consults by telephone quite of- 
ten. There is also Mr Paul Nitze, who, 
more than anybody else, has the intellect 
and the background to negotiate an 
agreement that serves America’s best 
interests. But Mr Nitze, in practice if not 
in name, is arms-control adviser to Mr 
Shultz, not to Mr Reagan. 

If Mr Reagan decides that a summit is 
his priority, his next task is to overcome 
the calendar’s awkwardness. The official 
arms-control talks have shut down until 
mid-September. Negotiation by letter or 
pronouncement is plainly unsatisfactory. 
One self-serving yet perhaps promising 
suggestion has been made by the Soviet 
Union’s ex-ambassador to Washington, 
Mr Anatoly Dobrynin, who has gone 
back to Moscow after 24 years in the 
United States to become head of the 
Central Committee’s international de- 
partment; he thinks more could be ac- 
complished through the American am- 
bassador in Moscow, Mr Arthur 
Hartman. If such negotiations went well, 
a plenipotentiary, perhaps even Mr Nitze 
himself, could be dispatched, quietly, to 
Moscow. And if Mr Reagan was really 
keen, the summer months might be 
thought too precious to waste. 


America and Britain 


More than Reagan 
and Thatcher £ 


WASHINGTON, DC 


For the sophisticates of Washington, 
those who would never be caught saying 
“Eurowimps” in public, being a good ally 
of America does not mean agreeing with 
everything that America does. It means 
Support, certainly, and recognition that 
America carries a lot of water for the 
West. But it also means being prepared to 
speak one’s mind. 

By such tests, Mrs Margaret Thatcher 
has been a good ally, and Americans like 
to think they have repaid the favour. The 
recent visit of Mr George Younger, Brit- 
ain’s defence minister, nicely summed it 
up. He expressed support for American 
policy, but did it while placing—as if the 
wish could equal the fulfilment—the most 
dovish interpretation possible on Presi- 
dent Reagan’s decision to abandon SALT- 
2. He made it clear that Britain’s agree- 
meat to the use of its bases for the raid on 
Libya in April set no automatic precedent 
for future requests. In their turn, the 
Americans signed two contracts for work 
in Britain on the Strategic Defence Initia- 
tive (SDI) and gave other favours: during 
Mr Younger’s visit, it is believed, the 
warhead that will arm the missiles on 
Byitain’s Trident submarines was tested. 
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Critics would say that from Britain’s 
point of view this amounted to little. 
Trident is still expensive; the SDI con- 
tracts were for only $13.4m, far short of 
the $1.5 billion-worth of work for which 
Britain had once hoped. But more spI 
money is said to be on its way. Besides, 
Americans do not have to remind Britons 
of such favours as the president’s strong 
Support for the new extradition treaty 
between the two countries. They can, and 
do, say “the Falklands”, when pressed on 
the nature of their contribution to the 
alliance. 

Americans have at least as much cause 
to worry whether the friendship is bene- 
fiting them—or rather whether it will 
continue to do so. The present strength of 
the bond between Britain and America 
partly depends on the strength of the 
relationship between Mr Reagan and Mrs 
Thatcher. But policymakers in Washing- 
ton know that Mrs Thatcher has had a 
rough six months, and that in a couple of 
years Mr Neil Kinnock could be Britain’s 
prime minister. 

They do not know Mr Kinnock well; 
what they do know, they do not like. 
Memories of his only visit to America as 
leader of the Labour party, in 1984, are 
still vivid. It is said that he was rude in 
public about the secretary of state, Mr 
George Shultz, with whom he had a row 
over Central America. He and his team 
are thought to be inexperienced. And 
those of his colleagues who have Ameri- 
can contacts are sometimes accused of 
saying in private what they will not de- 
fend in public; such spinelessness wins 
few friends. Above all, American officials 
are bothered by what they see as a naivety 
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Younger and Weinberger: smiling despite the warts 


in Labour’s policy. Politicians and offi- 
cials of all stripes regard as absurd the 
Proposition that American troops might 
stay in Britain if American nuclear weap- 
ons did not. Domestic political pressure 
in America would make it impossible. 

American concern over Mr Kinnock 
and his policies has to be placed in a 
broader, European, context. Soft-heart- 
ed officials will say, wistfully, that the 
disagreement between Europe and 
America over the raid on Libya was a 
classic example of a policy that went 
wrong; if only the Europeans had done 
what they were asked to do before the 
raid (and willingly did after it), no bombs 
need have been dropped. The more hard- 
headed say that Europe was living in a 
dream world, and that in any.event tl 
raid has justified itself. Both know that 
widened a damaging rift. 

Labour's unilateral defence policy is 
only one way—albeit, given Britain’s pre- 
sent support, an important one—in which 
the rift might be further widened. Within 
days of taking office, the new left-of- 
centre minority government in Norway 
(which has defence policies much closer 
to America’s than the British Labour 
party has) was represented at a defence 
ministers’ meeting. It promptly entered a 
note of reservation over the use—or non- 
use—of SDI as a bargaining-chip in arms- 
control talks. Denmark plays that kind of 
game constantly, and annoyingly. Trou- 
bled Americans worry what would hap- 
pen if the Social Democrats came to 
power in West Germany, reflect on their 
row with New Zealand (which is no 
longer to be protected by an American 
nuclear umbrella) and could be forgiven 
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for thinking that northern European 
stock is a good deal less than dependable. 

This matters, because these same peo- 
ple, paid to worry, do not want an Ameri- 
ca cut off from Europe. But they know 
that the popular pressures that would say 
“sod ’em” to ungrateful Europeans can 
also be found among bright young men in 
right-wing think-tanks, who ask, in these 
budget-clipping days, why a Western Eu- 
rope that is richer and more technologi- 
cally advanced than Russia should de- 
pend on America for its defence. 

The worriers know, too, that the rise of 
young, relatively Eurocentric politicians 
like Mr Kinnock points to an inconsisten- 
cy in American policy. America has said 
since 1945 that it wanted to see a strong 
and united Europe; but not a Europe 
which, at the NATO tables, acted as a 
block against the United States, and nota 
Fnrope which acted as a united economic 

er, if that meant American farmers 
anu businessmen getting squeezed out of 
profitable markets. 

It is not surprising that those who value 
the alliance most deeply should be wor- 
ried. All the more testimony to an Ameri- 
can generosity of spirit that a state depart- 
ment official can say, and mean, “Better 
a unilateralist Neil Kinnock elected to 
office than no election at all. That is what 
the alliance is all about.” 


The Fed 


Montesquieu 
makes trouble 


WASHINGTON, DC 


It is one thing to write a great work of 
political theory, another to be asked to 

it into practice. More than a few 

ericans must be wishing that when 
Locke and Montesquieu dreamt up some- 
thing as elegant as the separation of 
powers, they had thought a little of how 
bothersome it would be to fit every bit of 
twentieth-century government into one of 
three branches, while making each sub- 
ject to checks by the other two. 

Ten Americans in particular are both- 
ered: five members of the Federal Re- 
serve System’s open market committee, 
and their five alternates (substitutes). 
The committee, 12 strong, was estab- 
lished by statute in 1934, and its dealings 
in government securities are the central 
method. by which the Fed carries out 
America’s monetary policy. Seven mem- 
bers of the committee are members of the 
Federal Reserve Board, officers of the 
United States, and appointed, as the 
constitution prescribes, by the president 
by and with the advice and consent Öf the 
Senate. But the other five, and their 


THE ECONOMIST JULY 5 1986 


alternates—no less federal officers—are 
selected by the 12 reserve banks that 
make up the Fed system; the directors of 
those banks are, mainly, commercial 
bankers. No president appoints these 
nine men and one woman, and no senator 
confirms them. 

At least one senator, Mr John Melcher, 
a Democrat from Montana, is unhappy at 
being left out. He is not the first member 
of the upper chamber to have felt this 
way. In 1979, Mr Donald Riegle from 
Michigan was similarly piqued; like Mr 
Riegle, but with much more success, Mr 
Melcher has taken his case to the third, 
co-ordinate and (as “The Federalist” 
would have had it 200 years ago) least 
dangerous branch of the government. 

On June Sth, Judge Harold Greene, 
hitherto best known for presiding over 
the break-up of the Bell telephone sys- 
tem, decided that Senator Melcher had 
standing to challenge the constitutionality 
of the appointments of the ten. The Fed 
and the Justice Department had argued 
that he did not; his action, they alleged, 


Dished 


America’s dish makers, who until the 
beginning of this year were enjoying a 
boom, are displeased. The market for 
dishes—the antennas that pick up televi- 
sion signals from satellites—has gone 
into abrupt decline. 

In the past few years, the number of 
channels beamed from the heavens to 
American homes has grown to 80 and 
the number of dishes to receive them has 
risen to about 1.7m; in 1985, they almost 
doubled. They have become a part of the 
landscape, adorning hotels, motels and 
apartment buildings in big cities and 
desecrating back yards in smaller towns 
and open spaces everywhere. They are 
particularly valued in remote places 
where conventional television transmis- 
sion is poor and cable does not reach, 

But since January, two of the main 
programmers, Home Box Office and 
Cinemax, have been scrambling their 
signals, making it impossible for dish 
owners to tune into their channels unless 
they pay a monthly fee to the program- 
mer or buy an unscrambler of their own 
for $200 or $300. The pay-television 
channels are fed up with people picking 
up their programmes for nothing, partic- 
ularly if they are owners of hotels, mo- 
tels or other large buildings, who then 
charge viewers for the right to watch. 

Scrambling the signal has also scram- 
bled the market. The Electronics Indus- 
try Association, which had been expect- 
ing sales of about 700,000 dishes this 
year, has changed its forecast to a mere 
400,000. And the main manufacturer of 
unscramblers has sold only some 15,000 
devices. 
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amounted to an implied squabble with his 
co-legislators. His remedy should be to 
persuade them to amend the 1934 act. 
Under the separation of powers, the court 
should stay out of this intra-branch fight. 
Judge Greene did not stay out, and nor 
has the court of appeals, which on June 
24th rejected a further motion by the Fed 
and the Justice Department to stay the 
case. 

The petitioners argued, this time, that 
if they were forced to supply legal argu- 
ment on the merits of the case to Judge 
Greene, they would provoke “unsettling 
effects on the financial markets”. Those 
markets, it seems, are worried that any 
tinkering with the open market commit- 
tee might prejudice its independence, and 
diminish the power of the Fed chairman, 
Mr Paul Volcker, to continue his stern 
control of monetary policy. At least as 
compelling a reason for the attempt to 
stay the case, many feel, is that the Justice 
Department knows that the constitution- 
ality of the appointments to the open 
market committee is indeed shaky, but is 


Receiving mixed signals 


Dish owners, already unhappy about 
local laws restricting the siting of their 
contraptions, have turned to Congress to 
help them stop the signal-scrambling, so 
far without success. Some now believe 
that the Justice Department will inter- 
vene on antitrust grounds; it is carrying 
out an investigation. But the owners’ 
strongest ground for hope is that their 
resistance will hurt the pockets of the 
programmers. By the time that happens, 
however, as many as three-quarters of 
the dish makers may have gone bust. 
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trying not to say so. 

In fact, one half of the department’s 
collective mind would be delighted if the 
open market committee lost. Since last 
year, the attorney-general, Mr Ed Meese, 
has protested about the way that indepen- 
dent agencies—like the open market com- 
mittee—have come to represent a fourth 
branch of government, one that Montes- 
quieu and the Founding Fathers did not 
envisage. According to Mr Meese, power 
granted by Congress should be properly 
understood as power to the executive, 
meaning that the holders of that power 
should be under presidential control. 

The difficulty for Mr Meese is that the 
open market committee is the wrong 
horse to be saddled with his constitutional 
views. If something like the Consumer 
Product Safety Commission had been 
challenged, the Justice Department might 
have watched it squirm with equanimity. 
But the markets do, indeed, take the 
committee seriously, and they would be 
worried if it lost its independence to 
friends of Mr Meese. Some on Wall 
Street are probably worried enough by 
recent appointments to the Federal Re- 
serve Board itself. 

What is to be done? Mr Bruce Fein, 
once an official at the Justice Depart- 
ment, suggests an ingenious answer. 
There are precedents, he says, for execu- 
tive guarantees of the independence of 
government® agencies. The Watergate 
Prosecutors, for example, were guaran- 
teed freedom of action by the Justice 
Department. Why not accept that the 
members of the open market committee 
have to be appointed by the president, 
and confirmed by Mr Melcher and his 
colleagues, but then make them subject 
to an executive order guaranteeing their 
independence from meddling by the 
president, Treasury or anybody else? 
Would that satisfy Messrs Melcher, 
Meese, Volcker and the markets? It 


might. 


The budget 
Avoiding the big 
chop 


WASHINGTON, DC 


Congress has produced a budget resolu- 
tion, of sorts. Those who like it offer only 
luktwarm praise; those who dislike it do 
so wearily. Catching the mood, the White 
House first pronounced the plans “‘gener- 
ally acceptable” and then complained 
about them. 

The resolution, agreed to by the House 
of Representatives and the Senate just 
before the July 4th break, provides for 
$2.1 trillion of budget authority in fiscal 
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1987, $995 billion of outlays, and assumed 
revenues of $852 billion. The deficit, on 
these figures, would be $142.6 billion; on 
paper at least, this is within the limit of 
$144 billion laid down.for next year by the 
Gramm-Rudman budget-balancing bill. 

In the short term, most attention will 
be paid to defence. President Reagan 
asked for $320 billion for the Pentagon 
next year; the Senate would have given 
him $301 billion, the House $285 billion. 
They have split the difference at $292 
billion. But if he decides to use a new 
contingency reserve, Mr Reagan could 
Squeeze another $3 billion out of Con- 
gress for defence, so long as he offered 
offsetting cuts and revenue increases. He 
is likely to try. Unless he does so, the 
Pentagon will have to make cuts in man- 
power and readiness; only about 15% of 
the money authorised for procurement is 
spent in the first year of a budget, so 
procurement offers few savings. 

In time, the larger question of this 


Welfare reform 


budget's deficit will have to be addressed. 
Though at first sight Gramm-Rudman’s 
requirements have been satisfied; few 
analysts are persuaded. The reason for 
the pessimism lies in the figures for ex- 
pected revenues. Already, a sluggish 
economy has meant that the likely deficit 
in fiscal 1986, which ends on September 
30th, is being scaled up to $215 billion 
from the $202 billion projected in Febru- 
ary. The Congressional Budget Office 
assumed revenues of $844 billion in its 
baseline budget for 1987, $8 billion less 
than Congress’s new figure. But the CBO 
is doing its sums anew. Though most 
analysts had expected revenues in 1987 to 
be $10 billion-20 billion less than the 
CBO’s original figure, the likely shortfall 
may, some people now believe, exceed 
$20 billion. That would be quite enough 
to breach the Gramm-Rudman limits and 
provoke automatic cuts, always provided 
that the Supreme Court does not r 
such cuts illegal. 


Democratic head-scratching 


With tax reform on its way to becoming 
law, the next suitable case for congressio- 
nal miracle-making may well be the wel- 
fare system. Last winter President Rea- 
gan helped set off a national debate by 
asking three task forces to re-evaluate all 
federal hand-outs; their reports are due 
by the end of the year. The Democrats, 
fearing a further erosion of benefits for 
the poor but sharing Republican worries 
about welfare dependency, are now cast- 
ing about for their own alternative to 
Republican reform. 





Day care would be a liberation — 


The starting point for most revisionist 
thinking about welfare has been the belat- 
ed discovery of a largely black underclass, 
hooked on welfare and worse, consisting 
of unmarried teenage mothers, wastrel 
fathers and other anti-social elements, 
clustered in a closed inner-city culture 
where the work ethic is moribund. For 
the past six months this underclass has 
rivalled AIDS and cocaine as an object of 
morbid press contemplation. 

A study in the Atlantic explains the 
dependency of many urban blacks as a 
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Madly for Adlai 


It is not Mr Adlai Stevenson’s year. The 
former senator and son of the Adlai 
Stevenson who twice ran as the Demo- 
crats’ presidential candidate would like 
to be governor of Illinois. A few months 
ago his chances looked promising: he 
had come within a few thousand votes of 
winning last time round and people were 
perhaps growing a bit bored with their 
three-term Republican governor, Mr 
James Thompson. 

But then a jinx descended on Mr 
Stevenson’s hopes. The trouble started 
at the Democratic primary in March, Mr 
Stevenson easily won the nomination for 
governor. But a complacent state party 
had not bothered to make sure that the 
electorate was familiar with the names of 
its candidates for lieutenant-governor 
and secretary of state. As it happened, 
both candidates possessed ethnic names 
that did not fall sweetly on the ears of 
some Illinois voters, particularly those 
down-state people who equated ethnic 
names with old-fashioned Chicago ma- 
chine politicians. So they chose a Mr 
Mark Fairchild and a Miss Janice Hart. 
These two, it turned out, were members 
of the unpleasant fringe group run by 
Lyndon LaRouche. 

Mr Stevenson, who declined to run 
with such people, had to start all over 
again. He has been trailed by misfor- 
tune, including such physical mishaps as 
a toss from his horse and a fractured 
foot. He lost a federal court appeal to 
run as an independent. He started a new 
party called Solidarity but was told that 
the name belonged to a Polish-American 
community in Chicago; he changed the 
name to the Illinois Solidarity party. 


_ ‘acy not of slavery but of the feudal 

recropper system from which they fled 
ov and 80 years after the civil war; a blast 
in the New Republic shoots down work- 
fare schemes (under which recipients do 
some work for their benefits) and con- 
cludes that “only work works’’—meaning 
that cash benefits should be thrown out 
altogether, to be replaced by low-wage 
jobs created by the government. 

It is a mark of the changing times that 
politicians, especially Democratic ones, 
can now acknowledge a black affliction 
without blaming it on discrimination. 
One of the first Democrats to tackle this 
head on, apart from Senator Daniel Pat- 
rick Moynihan, who spotted the black 
family crisis 20 years before anyone else, 
is ex-Governor Charles Robb of Virginia. 
In a speech in April Mr Robb called for a 
shift in focus from “racism, the traditional 
enemy without, to self-defeating patterns 
of behaviour, the new enemy within”. His 
criteria for a new Democratic social poli- 
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CHICAGO 


He has to collec? 25,000 signatures by 
August 4th in order to appear on the 
November ballot and this is not proving 
as simple as it should. The signatures 
probably have to be different from those 
of the voters who endorsed him as a 
Democrat (state law is unclear on this 
point) and, another administrative ab- 
surdity, many names have had to be 
withdrawn because of a typographical 
error in the petition. A more serious 
drawback is that Mr Stevenson’s cam- 
paign is broke. Mr Thompson’s cam- 
paign, by contrast, is rich. 

The complications do not end there. If 
Mr Stevenson reaches the ballot, voters 
will be asked to punch their button three 
times: once for Solidarity’s governor and 
lieutenant-governor (who run on a single 
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WHILE YOU WERE ALL ASLEEP, SOME VERY INTERESTING THINGS HAPPENED...” 





cy are that it should foster a rise from 
poverty, reward work, instil basic values 
and encourage families to stay together. 

Not even President Reagan could quar- 
rel with these aims. But, although a 
bipartisan consensus is emerging about 
the ends of a new welfare policy, a bitter 
disagreement is inevitable about means. 
When Governor Mario Cuomo of New 
York invited a constellation of Democrat- 
ic stars to New York recently to discuss 
“Bringing the Poor into the Economic 
Mainstream”, it was evident that one big 
idea still separates Democrats from Re- 
publicans: Democrats believe that the 
federal government has a large and ines- 
capable role to play in sustaining those 
least able to cope. 

Governors Robb and Cuomo, repre- 
senting the conservative and the compas- 
sionate wings of the party respectively, 
both accepted that no present benefits 
should be regarded as sacrosanct. Mr 
William Gray, the black chairman of the 
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ticket), once for Solidarity’s secretary of 
state, and once for all the other candi- 
dates on the Democratic list. Mr Steven- 
son was obliged to pick a complete slate 
of candidates but, except for the new 
lieutenant-governor and secretary of 
state, he does not want them to steal 
votes from their counterparts on the 
Democratic list. 

The delicate part of the operation has 
been to choose these people on the 
Solidarity list. They have, Mr Stevenson 
insists, to be respectable. At the same 
time, the pukka Democrats insist, they 
should not be good enough, or even 
sound good enough, to be actually cho- 
sen. Remembering the Illinois elector- 
ate’s penchant for pretty names, it is not 
altogether surprising that some of the 
people featuring on Mr Stevenson’s list, 
such as the estimable Mr Einar V. Dyhr- 
kopp, do have a rather far-fetched ring 
to them, 


House of Representatives Budget Com- 
mittee, gave warning that welfare reform 
would have to take account of a federal 
deficit now expected to hit $215 billion — 
this year, though Democrats would allow 
no further sacrifices of domestic pro- 
grammes for defence. Other speakers 
praised public-private partnerships to — 
help the deprived, and the black econo- — 
mist, Mr Glenn Loury, invoked black 
self-help and community action. But it 
was left to Mr Moynihan to point out that 
“If social policy is nothing more than self- 
reliance, then nobody will need Demo- 
crats and Democrats will deserve their 
eclipse.” P i: 
Mr Moynihan is sponsoring one of 
several partial Democratic solutions in 
the form of a bill promoting state work- 
fare plans for welfare mothers, with pro- ; 
visions for subsidised child care and a 
doubling of federal funds for job training; “ 
the hope is to pre-empt Republican ver- 
sions of workfare which are likely fo 
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make it mandatory and impose sanctions 
for non-compliance. Congressman Har- 
old Ford of Tennessee is reviving a bill, 
which passed the House last year but 
failed in the Senate, to extend benefits to 
indigent families with resident fathers 
(ineligible in more than half the states). 
Another clutch of bills would expand 
financial aid for day-care programmes. 

Day care is the new cry. On June 25th 
another Democratic presidential hopeful, 
Governor Bruce Babbitt of Arizona, 
called in the Washington press to describe 
how well his state has done in providing 
after-school supervision for latchkey chil- 
dren and means-tested subsidies for child 
care. The House Democratic Caucus has’ 
just 1eleased a batch of policy papers, 
advocating child-care and medical bene- 
fits as “crucial considerations” for coax- 
ing mothers off welfare. The Democratic 
policy commission’s report, due soon, is 
expected to say that affordable child care 
is the first requirement for families of all 
social classes. 

Republicans are joining in too as they 
come to realise that today’s American 
family is not the one painted by Norman 
Rockwell and the Moral Majority. If 
party rivalry can produce incentives for 
productive families rather than punish- 
ments for the non-conforming and non- 
competitive, then welfare may yet rival 
taxes as the reform of the decade. 
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Sodomy ° 
Limits to privacy 





WASHINGTON, DC 


The Supreme Court has decided—by one 
vote, as so often happens these days—to 
leave untouched an anachronistic law in 
Georgia that makes sodomy a criminal 
offence; 23 other states and the District of 
Columbia have similar laws. The right to 
privacy, the justices ruled, should not be 
extended to a form of conduct that has 
been historically condemned and is still 
widely outlawed; that it should occur in 
private, and between consenting adults, 
whether men or women, was not reason 
enough. 

The court has ruled over the years on 
many matters that were not on the 
Founding Fathers’ minds when they com- 
posed the amendment that protects the 
liberty of the individual. In sexual mat- 
ters, the zone of privacy has been extend- 
ed to include the right to use contracep- 
tives and a woman’s right to end her 
pregnancy; state governments have been 
instructed that they should not interfere 
in such personal choices. Justice Byron 
White, who wrote the majority opinion in 
the sodomy case, also dissented over 
abortion. He argues that the court should 
extend its protection to rights not speci- 


Congress saves the day 


On the first Sunday of April 1987, Amer- 
icans will put their clocks forward an 
hour, allowing themselves an extra three 
weeks of “daylight saving time”. That 
little adjustment, approved by the presi- 
dent at the end of June, has cost some 
sweat in Congress. Americans at present 
have six months of daylight saving, from 
the last Sunday in April to the last in 
October. Until 1966, they had none at 
all, except to save petrol during the first 
and second world wars. Experiments to 
extend daylight saving to eight months or 
a year, again to save fuel, were made in 
the mid-1970s, but they did not last. 
Time stirs.up the emotions. 

Daylight saving makes the mornings 
darker, and so the present bill was most 
vigorously opposed by the early-risers of 
the farm states. The 30% of farmers with 
second jobs, it was said, would have to 
get up in utter darkness to do farm 

echores before work. Those who make 
hay or gather soyabeans would have to 
wait for the sun to rise before the dew 
dried off the crop. Would-be evening 
revellers might find themselves having to 
make up their fieldwork instead, in the 
late twilight. Their children would have 
to wait for the morning school bus in the 
dark. The social fabric of the farm states, 


in short, would not long survive. 

To these objectors were added Ortho- 
dox Jews, who cannot begin their pray- 
ers until 45 minutes before sunrise and 
so, if delayed, might be late for work; AM 
radio stations, which need “pre-sunrise 
authorisation” to broadcast before 
dawn; and those who think that time 
ought to be organised only by God. 

Senator Wendell Ford of Kentucky 
spoke disparagingly of after-work tennis 
games that might be played by long- 
evening loungers in Washington, DC. 
But the daylight-saving side had better 
arguments than tennis. Golf, for in- 
stance: with about 19m more rounds 
being played on the lighter evenings, 
$35m more might be spent on golfballs. 
Or baseball, with a 15% increase, per- 
haps, in the number of games; or barbe- 
cues, with a putative increase of $56m a 
year in sales of charcoal briquettes. The 
Department of Transport reckoned the 
measure might save 100,000 barrels of oil 
a day, and cut road. accidents. Such 
arguments eventually prevailed. 

States are still allowed to opt out of 
daylight saving time altogether. Alaska, 
Hawaii and Arizona do so. So, more 
absurdly, does the part of Indiana that 
sits within the eastern time zone. There, 
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fied in the constitution only if they are 
“deeply rooted in this nation’s history or 
tradition” or “implicit in the concept of 
ordered liberty”. To suggest that sodomy 
was a fundamental right was, he said, 
facetious. Homosexual acts were illegal in 
all 13 original states and in all 50 until 
1961. 

Justice Harry Blackmun disagreed with 
this opinion so passionately that he took 
the unusual step of reading much of his 
dissent aloud. The case, he said, was not 
about whether there is a fundamental 
right to engage in sodomy but about “the 
most comprehensive of rights and the 
right most valued by civilised men, name- 
ly the right to be let alone.” 

Homosexuals will now have to struggle 
harder to be let alone. The laws against 
them are on the books in 24 states, most 
of them southern (19 forbid heterosexual , 
as well as homosexual sodomy), but crim- 
inal prosecutions are rare; the vision 
midnight police raids into people’s b 
rooms is nonsense. Yet the legal effect of 
the ruling is likely to be serious: homosex- 
uals may find it harder to win child- 
custody cases, or to fight back when they 
are illegally fired or refused housing. And 
the indirect social effects may be even 
more chilling, recharging the batteries of 
those who, suffering from an unfocused 
fear of AIDS, already hold homosexuality 
to be a sin. 


in the town of Vevay, residents change 
their clocks more or less as they like. The 
courthouse acknowledges daylight sav- 
ing; the sheriff does not. 

The situation in Vevay is complicated 
because it sits at the western edge of the 
eastern time zone. Those farther west in 
a time zone get longer evenings and 
darker mornings than their neighbours 
to the east. But most Americans seem to 
like that. The most powerful arbument 
for daylight saving may be the slow creep 
of the time zones since 1918, when they 
were introduced; of 40 changes made, ail 
by popular demand, 37 have moved the 
boundaries westwards to make the sun 
set later on the baseball diamonds and 
the cottage doors. 
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The stories they told in Moscow 


Two new literary stars may be about to 
rise in Russia. One of them, Boris Paster- 
nak, died in disgrace in 1960. The other, 
Nikolai Gumilev, was executed in 1921. 
Dates are of immense importance to a 
Russian writer. For not only has he to 
write his novel or poem and find a pub- 
lisher, as a western writer has to, but he 
should preferably be alive during one of 
the occasional “‘springtimes” when the 
censors are briefly rested. 

Neither Pasternak nor Gumilev had 

uch luck in this respect. Their ghosts 
„ave had to wait until now for the signal 
that, if still not an asset to the state, at 
least they appear no longer to be a threat 
to it. This signal has been given at the 
congress of the Soviet writers’ union, 
which is held every five years, and has 
just concluded its proceedings in Mos- 
cow. How strong the signal turns out to 
be will be a test of whether Russia is in 
another period of genuine artistic liberali- 
sation, or another cruelly brief spring. 

To be fair to the Communists, it has to 
be said that censorship in Russia long pre- 
dated the revolution of 1917. Lists of 
forbidden books have existed there since 
the eleventh century. The first great work 
of Russian literature, Pushkin’s “Eugene 
Onegin”, had to pass through the censor. 
Tolstoy’s attacks on church and state 
resulted in his excommunication and in 
government animosity. Dostoyevsky 
spent ten years in camps and exile. 
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But people expected better from the 
revolutionaries. The luckless Gumilev 
came back to Russia after the revolution 
from a stay in England and was accused of 
plotting the return of the monarchy (actu- 
ally, his most subversive idea was that 
countries should be ruled by poets). Ac- 
cording to the Moscow rumour factory, 
he has returned to favour because Mik- 
hail Gorbachev’s wife, Raisa, likes his 
poems (a more visible campaigner was 
the poet Yevgeny Yevtushenko). No 
wonder Russian writers seem obsessed 
with fate. At any rate, Gumilev is now 
being published in the weekly Ogonyok. 
Its editor, Mr Vitaly Korotich, attended 
the writers’ congress and afterwards said 
staunchly, “Censorship must not inter- 
fere in the purely literary process.” 

Pasternak was certainly an uncomfort- 
able mind for the Communists. His novel 
“Dr Zhivago” is about the experiences of 
the Russian intelligentsia before and after 
the revolution. It has never been pub- 
lished in Russia, although his earlier 
poems managed to get through the cen- 
sor. Around 1933 Pasternak started what 
he called a “long silent duel” with Stalin. 
He was bitterly attacked in the Soviet 
press when he was awarded the Nobel 
prize for literature in 1958, and died two 
years later. 

Mr Yevtushenko also appears to be 
leading the campaign for the rehabilita- 
tion of Pasternak. Mr Yevtushenko is a 





nonconformist poet—a bit on and off in 
his nonconformism, it is true—who be- 
came famous during Nikita Khrushchev’s 
spring (which in 1962 flowered Mr Alex- 
ander Solzhenitsyn’s labour-camp novel, 
“One Day in the Life of Ivan Deniso- 
vich”). He persuaded the congress to 
support a plan to turn the writer’s former 
dacha outside Moscow into a Pasternak 
myseum. As recently as tWo years ago 
Pasternak’s son, Yevgeny, was evicted 
from the dacha. 

Mr Yevtushenko said he was in favour 
of “Dr Zhivago” being published in Rus- 
sia, at last. He seems to carry some 
weight with the establishment. He and 
another less than wholly line-toeing poet, 
Mr Andrei Voznesensky, were elected 
officials of the writers’ union. So was the 
poet-songwriter Bulat Okudzhava, the 
Bob Dylan of Soviet popular culture. Mr 
Vladimir Karpov, the editor of the main 
literary monthly Novy Mir and a man who 
has fought many an unseen battle with the 
censors, was elected as the union’s new 
first secretary. These encouraging 
changes followed the removal last month 
of Mr Pyotr Demichev from his job as 
minister of culture, a post he had held for 
16 dreary years. 

The writers also want more freedom for 
playwrights and film-makers. Mr Mikhail 
Shatrov said that he has talked about this 
to Mr Gorbachev; he did not say what the 
result of the meeting was. Mr Shatrov 
wrote “Dictatorship of Conscience”, the 
play, now running at the Leninsky Kom- 
somol theatre in Moscow, most often 
offered as proof of a relaxation under Mr 
Gorbachev. It uses the device of a trial to 
explore a range of Soviet taboos. Some 60 
theatres and a number of film studios are 
being allowed “as an experiment” sto 
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decide what to produce without checking 
with a higher authority. 

The recent election of Mr Elem Klimov 
to lead the cinema union was virtually an 
act of mutiny by the film-makers. Mr 
Klimov won the Moscow film festival's 
top award last year with his movie on 
wartime Russia, “Go and Look”. But he 
had run into trouble with the authorities 
over all his other films. 

The reported ending of the state cen- 
sorship body called Glavlit was generally 
applauded (Mr Yevtushenko’s influence 
may have counted here too: he is said to 
have written to Mr Gorbachev last Au- 
gust arguing that Glavlit should go). But 
not everybody believes that it will make 
all that much difference: the party organi- 
sation will still have its apparatus for 
ensuring that culture stays on the tram- 
lines. One writer agreed this week that 
there is a feeling of “excitement and 
experiment” in Russia. And freedom? 
Not exactly that. Mr Gorbachev has said 
that Russian literature should be “more 
interesting’, by which he may mean a 
livelier vehicle for ideas he agrees with. 
His ideology chief, Mr Yegor Ligachev, is 
no liberal. 

The parting comment of Mr Georgy 
Markov, who stepped down—or rather 
fell down, since he reportedly collapsed 
while delivering his speech—as first sec- 
retary of the writers’ union after 15 years, 
was that litetature needed more uplifging 
heroes in the traditional mould. Not a 
very uplifting comment. As the congress 
was meeting, the international writers’ 
organisation PEN noted that more writers 
are being held in jails, psychiatric wards 
and labour camps in Russia than in any 
other country. 

The congress, attended by some 600 
writers, was held in private. No foreign 
journalists were allowed in, not even 
communist ones. Information about the 
congress in this article came secondhand 
from people who had attended it. Will Mr 
Gorbachev’s new culture apparatus pass 
its first test, and allow a full account of the 
congress to be published in Russia? 


Italy 
Fine Italian hand 


FROM OUR ROME CORRESPONDENT 





A week after Mr Bettino Craxi’s coalition 
wa8 defeated on a parliamentary vote of 
confidence, it was still not clear whether 
Italy’s Socialist prime minister would be 
asked to try to lead a government again. 
But, as happened in the government crisis 
caused by the Achille Lauro affair last 
year, Italy’s President Francesco Cossiga 
has reserved the right to refuse Mr Craxi’s 
proffered resignation. - 
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The government was defeated on June 
26th, over an apparently minor local- 
government finance bill. The government 
has often resorted to making such issues a 
matter of confidence, to avoid the ever- 
more-frequent defection of members of 
the governing majority in parliament. 
Rumours of an imminent parliamentary 
ambush were thick in Rome that day; the 
benches of both opposition and govern- 
ment parties were unusually full. In a first 
vote by show of hands, the government’s 
bill was approved by 338 votes to 230. 
Just four minutes later, in the compulsory 
secret ballot which followed, the bill was 
defeated by 27 votes. Some 70 members 
had switched sides. 

Who did the switching? One explana- 
tion was that disgruntled office-seekers, 
angry at the slow turnover of jobs in Mr 
Craxi’s administration, were responsible 
for the rebellion. Another finger pointed 
to the Christian Democratic leader, Mr 
Ciriaco de Mita, as its covert organiser. 
Relations between his party and the So- 
cialists had worsened since Mr de Mita 
sought a commitment from Mr Craxi that 
he would stand down by the end of the 
year. In May, Mr de Mita told his party 
congress that, being the largest party in 
the five-party coalition, the Christian 
Democrats had a right to the prime minis- 
ter’s office. The government's defeat last 
week suggests that at least some of his 
party took him at his word. 

The Christian Democratic “sharp- 
shooters” in parliament were almost cer- 
tainly also joined by a few Socialists who 
thought they were doing Mr Craxi a 
favour by forcing things to a head. Mr 





Craxi seemed in a curiously good mood 
on the day he handed in his resignation, It 
was Mr de Mita who looked worried. He 
let it be known that he would have 
preferred a crisis after next year’s budget 
had been approved. He now seems to 
have been persuaded by Mr Cossiga that 
Mr Craxi should be allowed to remain in 
office until the next general election, 
which does not have to be held until the 
summer of 1988. He has even agreed to 
disarm the “sharp-shooters”’ by abolish- 
ing the use of the secret ballot on items of 
economic legislation. 

Mr de Mita appears to have posed only 
one condition for rejoining the coalition: 
that Mr Craxi campaign at the next elec- 
tion as a loyal partner of the Christi 
Democrats. That party’s nagging fear 
that the Socialists could drift into an 
alliance with the Communists. If Mr 
Craxi accepts Mr de Mita’s condition, his 
new government will be even stronger 
than the old one. If Mr Craxi refuses, Mr 
de Mita will probably put in a caretaker to 
prepare a swift election. 


French Socialists 


Cheer up, tomorrow 
may never happen 


FROM OUR PARIS CORRESPONDENT 





“Any party that can argue in this heat 
deserves to win.” Thus a jacket-and- 
tieless Mr Louis Mermaz, member of 
parliament for Isère and former president 
of the National Assembly, in a sweltering 
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basketball gymnasium on the outskirts of 
Paris where France’s Socialists held a 
national convention on June 28th-29th. 
The convention—a smaller and less for- 
mal meeting than the two-yearly party 
congress—was called to mull over the 
party’s future after its defeat in the parlia- 
mentary election last March. 

Some Socialists on the party’s right 
wing, such as Mr Michel Rocard, had 
looked forward to the convention as a 
chance to “modernise” their party—to 
march it squarely to the centre where, 
they believe, the floating voters are. It is 
not enough, in Mr Rocard’s view, that 
Socialist ministers governed virtually as 
conservatives in their last three and a half 
years. As a party, Socialists are still 
hobbled, he thinks, by outdated code- 


words that turn off today’s practical- _ 


minded voters. 

Many Socialists, including Mr Laurent 

ius, the second of Mr Mitterrand’s 

o Socialist prime ministers, privately 
agree. The combined vote for parties of 
the left in France now hovers at just 
under 45% of the total vote. This gives 
the Socialists a serious problem if they 
wish to remain an alternative party of 
government instead of drifting back into 
semi-permanent opposition. 

The figures are stark. The Socialists, it is 
true, now dominate the left: in 1978, they 
won 51% ofthe left’s vote, in 1981 68% and 
in 1986 72%. Yet the left is declining as a 
whole. In 1978, Socialists, Communists 
and the small parties of the left together 





Come, be practical, says Rocard 


won 49% of the vote, in 1981 55% and in 
1986 44%. The big score in 1981 is 
deceptive. That year, almost a third of 
France's voters either abstained or spoiled 
their papers. The left’s share of the whole 
electorate (39%) in that landslide year was 
actually lower than its share (40%) in its 
losing year of 1978. In 1986, the left’s share 
of the electorate was only 33%. 

Yet even Socialists who accept that 
they face a long-term problem in winning 
back a majority in parliament spy in the 
Elysée an excellent short-term chance. 


The law of the name 


FROM OUR PARIS CORRESPONDENT 


France’s neo-liberals will have a struggle 
if ever they try to privatise French 
names, In France, names are public 
property. Choosing or changing them is 
a matter of state. 

On July 1st a new law for surnames 
came into effect. This allows French men 
and women to add their mother’s last 
name to that of their father, in any order. 
Monsieur Philippe Dupont, son of Mau- 
rice Dupont and Sophie Dubois, can 
now, if ie wants, call himself Philippe 
Dupont-Dubois, or Dubois-Dupont. 
Even if he writes to his mother every 
Sunday, he cannot call himself Philippe 
Dubois. 

Such liberties are not given away. To 
avoid confusion on official documents, 
Philippe will have to spell things out as 
follows: to Bar (Dupont-Dubois), or 
Dupont (Dubois-Dupont). The authori- 
ties have accepted the patronymic-ma- 
tronymic double-barrel as a “name for 
use”. The patronymic remains the legal 
name. It alone goes down from genera- 
tion to generation. Philippe must still call 
his children Dupont. 


There is in all this a practical point. 
Divorced parents will on the whole be 
pleased by the change. It offers their 
children the chance of keeping their 
mother’s name, even if yoked to the 
father’s. The choice is up to the parent 
winning custody. When, as often, this is 
the woman, she has had until now to 
waste much breath explaining to music 
teachers, school administrators and den- 
tists, “But I’m his mother.” Now she will 
share at least half a name with her child. 
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For the popularity of their leader, Presi- 
dent Mitterrand, far exceeds the standing 
of their party. In the presidential election, 
which is due by the spring of 1988 at the 
latest, incumbency is the Socialists’ stron- 
gest card. Why deflect attention from Mr 
Mitterrand with a row over party slogans 
and doctrine? 

This argument was ably deployed be- 
fore the convention even met by Mr 
Lionel Jospin, the president’s place-man 
in the party, with the title of secretary- 
general. Since most Socialists are also 
Mitterrandistes, Mr Jospin had a willing 
audience. The factions led by Mr Pierre 
Mauroy, Mr Mitterrand’s first prime min- 
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ister, and by Mr Jean-Pierre Chevène- 


ment were inclined to agree. Even Mr 
Rocard and his followers meekly accept- 
ed that their longed-for showdown be- 
tween the ancients and moderns would 
have to wait. 

Suitably for a presidential election ral- 
ly, the convention podium was decked 
with a Tricolor. One speaker after anoth- 
er talked of the Socialists as the party of 
France and of the conservatives as the 
representatives of special interests. The 
emphasis, to be sure, differed with the 
speaker. Mr Mauroy, an old-fashioned 


Socialist from the declining industrial 


north-east, wanted the party to concen- 
trate on attacking the new conservative 


government of Mr Jacques Chirac. Mr — . 


Chgvénement, the leader of*a no-longer- © 


very-left faction, outlined a centre-left 
Gaullism, which would rescue France 


Feminists wanted to be able to take the 
mother’s name alone. Many women, 
they pointed out, were having children 
without husbands or even live-in 
substitutes. 

Four years ago, President Mitterrand 
endorsed a change to the old law, with- 
out further committing himself. Mrs 
Yvette Roudy, one of the few women 
ministers in the Socialist years, pushed 
hard for a reform. Then the justice 
minister, Mr Alain Badinter, took the 
question in hand. At the time, his wife 
was at work on a recently published best- 
seller, which argues that in their outlook 
and behaviour the two genders are be- 
coming virtually indistinguishable. Did 
such casework not support a radical 
change in the law of names? Not to Mr 
Badinter, who was reluctant to dethrone 
the patronym. 

The new law, in practice, concerns 
issues of parents and children more thane 
those of men and women. French wom- 
en keep the patronymic as their legal 
name t upoe their lives. On mar- 
riage, they have the right (but not the 
obligation) to take their husband’s 
name. On divorce, a woman can keep 
her husband’s name if he agrees. The 
new law leaves these rules as they are. 
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from international decline. 

Cool and relaxed, in a short-sleeved 
shirt and tie, Mr Fabius spoke for almost 
half an hour while hardly mentioning, let 
alone seeking to define, the word “‘social- 
ism”. How to retrieve power was, for 
him, the main question. Socialists, he 
thinks, must win back centre-left Catho- 
lics, shopkeepers and professionals, farm- 
ers and retired people, many of whom 
voted for the party in 1981 but then went 
away again last March. 

The party’s second-in-command, Mr 
Jean Poperen, draws a different lesson 
from the March election. Just as a high 
rate of abstention hurt the right in 1981, 
so abstention, or desertion to the right- 
wing National Front, hurt the left this 
year. These lost voters are not looking for 
a soft centre, Mr Poperen thinks, but for 
something more radical to bite on. Far 
from reaching out to the centre, Mr 
Poperen thinks the Socialist party should 
tighten its grip on the left. 

Mr Jospin, a former teacher with the 
air of an earnest head-boy, had to recon- 
cile these different voices. In summing 
up, he proposed the creation of a Nation- 
al Council of the Left. This is to embrace 
all anti-conservative parties or groups, 
including dissident Communists, but not 
the Communist party itself. An election 
vehicle for Mr Mitterrand, the council is 
meant as a catch-all coalition, like the 
Federation of the Democratic and Soceal- 
ist Left which Mr Mitterrand gathered 
round himself for his (unsuccessful) presi- 
dential campaign in 1965. 

By placing their hopes in their father- 
figure at the Elysée, the Socialists are 
taking big risks. If Mr Mitterrand decides 
not to run, the Socialists face a brutal 
fight for the succession. If he runs and 
wins, the Socialists will still have to win a 
parliamentary majority on his shortening 
coat-tails, perhaps against Communist 
obstruction. And if he runs and loses? 
This is a possibility the party as a whole is 
not yet ready to face. 

The Socialists left Pré-Saint-Gervais 
rather like Astérix’s chief, who is terrified 
that the sky will fall on him tomorrow, 
' but who reassures himself by saying, 
“Tomorrow never comes”. 


Portugal 
Run by economists 


Portugal’s faction-ridden democracy 
seems to be settling down. At a party 
conference over the weekend of June 
28th-29th, Mr Vitor Constancio was 
calmly chosen to lead the Socialist party, 
left leaderless by Mr Mario Soares’s elec- 
tion as Portugal's president in February. 
And both parliament and the country’s 
40 
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Portugal marches to modernity 


biggest party, the Social Democrats, have 
endorsed Mr Anibal Cavaco Silva, the 
prime minister and the Social Democrats’ 
toughest boss to date, as the man on top 
of the national pile. 

The Socialists’ new unity is remarkable 
for a party that has been snapping at its 
own tail since losing office last October. 
Mr Soares had annoyed the left by having 
overdone the IMF-imposed austerity pro- 
gramme when he was prime minister. 
Until his unexpected election as presi- 
dent, the party seemed set to dump Mr 
Soares. In the event it dumped his pre- 
ferred successor, Mr Jaime Gama; he was 
trounced by Mr Constancio in the leader- 
ship race, and references to the party’s 
being “inspired by Marx” were expunged 
from its statutes. 

Mr Constancio had the backing of the 
left, but he is a thoughtful middle-of-the- 
road economist. At the age of 42 he has 
already held a succession of top posts: he 
is a former governor of the Bank of 
Portugal and was one of the negotiators 
of Portugal’s entry into the EEC. An 
intense, energetic man, he is likely to give 
his party a sharper edge than the astute, 
but wordy, Mr Soares. He told delegates 
to the congress that the party should 
follow the ‘‘stimulating example” of Mr 
Felipe Gonzalez’s Socialists in Spain. 

The right-of-centre Social Democratic 
party, which has been through nearly six 
years of bickering since the death of its 
founder, Francisco Sa Carneiro, seems to 
have found a worthy successor at last in 
another economist, the gangling prime 
minister, Mr Anibal Cavaco Silva. The 
Social Democrats’ party congress last 
month turned into a love-in for him. 
Opinion polls suggest that he is Portugal's 
most popular prime minister of recent 





years, with an approval rating of around 
60%. On June 27th Mr Cavaco Silva 
further strengthened his position when he 
won a parliamentary vote of confidence in 
his minority government. He had de- 
manded the motion himself because, he 
said, he was tired of bills being delayed in 
parliament. 

The secret of the prime minister’s suc- 
cess is his courage to tackle problems 
shirked by previous governments. He is 
pressing for an overhaul of the labour 
laws that make dismissals difficult, as well 
as a sharp cut in the country’s bloated 
public sector. He has also had a little 
luck: the fall in oil prices is saving Portu- 
gal some $500m a year on its import bill. 
This is good news for the EEC’s poorest 
member. Portugal’s GDP per person in 
1984 was only around $1,900, a long w 
behind the next poorest, Greece, wi 
$3,400. 

Mr Constancio recognises that, for the 
moment, it will be difficult to remove Mr 
Cavaco Silva from office. Besides, he 
wants time to reorganise his party before 
facing the voters again. But once Mr 
Constancio has consolidated his grip on 
the Socialists, Mr Cavaco Silva can expect 
to face a strong challenge from as good an 
economist as himself. 


Ireland 


Till death us do part 


For the Irish prime minister, Mr Garret 
FitzGerald, defeat in the referendum on 
his government’s proposal to end the 
constitutional ban on divorce was a dou- 
ble disappointment. As well as aiming to 
give hope to thousands of Irish people 
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trapped in marriages that broke down 
many years ago, he had sought to make 
headway towards the reunification of Ire- 
land by agreement. 

He wanted to show Northern Ireland’s 
Protestant majority that the republic was 
capable of making its laws more secular 
and tolerant. The proposed constitutional 
change could have given a badly needed 
boost to last winter’s Hillsborough agree- 
ment between the British and Irish gov- 
ernments, which has aroused Protestant 
fury because it gives Dublin some say in 
northern affairs. 

Although opinion polls had indicated 
majority backing for Mr FitzGerald’s pro- 
posal, it was rejected on June 26th by an 
emphatic vote of nearly two to one. The 
government had hoped for the support of 
the younger people who make up much of 
the republic’s electorate (its average age 
is now less than 40). But the evidence 

gests that the proposal was rejected by 
ng and old alike. 

Ostensibly, Mr Charles Haughey’s op- 
position party, Fianna Fail, held to a 
neutral position. In practice, its members 
worked hard against the coalition govern- 
ment in the referendum campaign, and as 
soon as the result was announced Mr 
Haughey demanded an immediate gener- 
al election. An election must in any case 
be held before the end of next year; and 
Mr Haughey, who has been making one 
of the many comebacks that have won 
him the reputation of a Houdini, now 
looks well placed to regain power. 

The overwhelmingly Catholic elector- 
ate was also following the advice of its 
church leaders, who bitterly opposed the 
introduction of civil divorce. As an alter- 
native, the church hierarchy advocated 
the adoption of a more liberal law on 
annulments, which would be more in 
accord with its own practices. Mr Fitz- 

rald and his supporters branded this 
tice as hypocritical, since it would 
amount to saying that the broken mar- 
riages had never existed. Fianna Fail, 
however, has indicated that changes of 
this kind are the only ones it could accept. 

Now the government is expected to try 
to put through some reform of the law on 
annulments, wider grounds for judicial 
separations, and the establishment of 
family courts. The question is whether the 
present government’s intentions are any 
longer of great significance. 

The smaller coalition partner, Labour, 
is restive and painfully aware of the price 
it has paid for participation in a govern- 
ment that has had to adopt some tough 
economic policies. Three of its Dail mem- 
bers have resigned; in June the departure 
of the third deprived the coalition of its 
slender parliamentary majority. Mr Des- 
mond O’Malley’s six-month-old party, 
the Progressive Democrats, has started to 
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erode support for M’ FitzGerald’s Fine 
Gael as well as for Fianna Fail. And now 
the referendum debaclé has led a good 
many members of Fine Gael to question 
their leader's judgment. 

While Mr Haughey is not hiding his 
pleasure at seeing the government dis- 
comfited, it is among the north’s “no 
surrender” Protestant diehards that joy is 
really unconfined. For a long time to 
come, it now seems, there will be no 
prospect either of remarriages in the 
republic or of a remarriage of Ireland’s 
north and south. 


Poland 


So this is what 
normality is like? 


FROM A WARSAW CORRESPONDENT 


It will surprise most Poles, and pretty well 
everybody outside Poland, to be told that 
the place has returned to normal. Mr 
Mikhail Gorbachev, the Soviet Union’s 
leader, declared this to be the case when 
he travelled to the Polish communist 
party congress, held in Warsaw on June 
29th-July 3rd, to stamp the good-house- 
keeping seal of approval on General 
Jaruzelski’s leadership. 

The party men in both Russia and 
Poland like to see the five years since the 
previous party congress as a period of 
gradual “normalisation”, though not all 
of them care to call it that: the word has 
had an ugly ring since it was used to 
describe post-1968 Czechoslovakia. But 
Poland has a long way to go before it can 


Have you heard the one about the Pole and the Russian? 
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make normalisation mean more than a 
sleepy, induced calm. The calm has been 
bought at the price of forcing Poles out of 
politics and into themselves—just as hap- 
pened in Czechoslovakia after the remov- 
al of Mr Dubcek by the Soviet army. 

This week’s congress was a celebration 
of those who equate silence with peace. 
In the run-up to it, the authorities round- 
ed up a large part of the Solidarity 
underground movement, including its 
leader, Mr Zbigniew Bujak, and televi- 
sion and official press described the out- 
lawed union as little better than a western 
spy-ring. The Russians, who had always 
thought as much, were delighted. 

In return, Mr Gorbachev told the con- 
gress that the original Solidarity strikes 
were in part a protest against the Gierek 
government’s shortcomings. This put the 
outgoing Central Committee—20% of 
whom were once Solidarity members—in 
the clear. It was a time for forgiving and, 
above all, forgetting. Mr Gorbachev paid 
General Jaruzelski glowing compliments; 
the general kissed the Soviet leader at 
least twice in public. 

The Polish party was dancing on the 
grave of Solidarity’s ‘“counter-revolu- 
tion”. But the delegates did not answer 
the big question: how they are to rebuild 
the communist party into a creative force. 
If normalisation is to pass from quies- 
cence to creativity, the communists havé 
somehow to win the trust bf ordinary 
Poles. 

The party has not recovered from the 
loss of over 1m members betwen 1980 and 
1982. The quality of its regional leader- 
ship is low, its relevance to the economy 
diminishing. There were many criticisms 
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at the: congress about the implementation 
_ of economic reform, about flagging pro- 
ductivity and poor export performance. 
This was honest talk. Economic reform is 
pposed to be the constructive. side to 
rmalisation—giving Poles a stake in 
eir country’s recovery—but it is creak- 
ing; uneven. 

: Mr-Gorbachev’s vote of approval for 
General Jaruzelski may help to loosen the 
reins further. There is likely to be an 
amnesty for some political prisoners later 
this month, and church and state will start 
to swap concessions over another papal 
it to Poland. Yet this is still not enough 
to bring about the second stage of nor- 
malisation: reviving a sense of initiative 
among Poles without reactivating a politi- 
cal opposition. General Jaruzelski would 
like to convince Poles that there is no real 
ternative to communist rule. That 
means curbing the influence of pro-Soli- 
arity priests and branding Solidarity ac- 
tivists as.a gang of extremists. 

_. The trouble is that Solidarity has en- 
tered the bloodstream, which is one rea- 
son why Poland is harder to “normalise” 
than Czechoslovakia. The awareness of 
sivic rights and the readiness to fight for 
them-are acute. Yet Poles have no legal 
atform from which to express. their 
grumbles—apart from the widely ignored 
Patriotic Front (which is little more than a 
front for the party), and the party itself 
(which man Poles blame for the whole 
mess). This is General Jaruzelski’s un- 
solved, and perhaps unsolvable, problem. 
He has not removed Poland’s frustra- 
tions. He has. merely removed the ways of 
expressing them. That looks like a pre- 
scription for future crisis. 






































































EEC presidency 
Over to you 


FROM OUR BAUSSELS CORRESPONDENT 


Holding the presidency of the EEC for six 
months brings, as well as a lot of extra 
york, several tactical privileges. The 
main one is that you can reshuffle the 
Papers in the Community’s in-tray. Brit- 
n, which took over the presidency from 
and on July 1st, has put some of its 
et subjects on the top of the pile for the 
nition of the Twelve between now and 
December. These include opening up the 
Exfopean market for services such ‘as 
insurance and air and.sea transport, and 
forming the common agricultural poli- 
Britain. has also prepared.a draft 
rategy for business- and job-creation 
which is viewed with some scepticism by 
veral other members. But final. deci- 
ns will be as hard to come by as ever. 





: mainly entails chaifing hundreds of meet- 









ings, including. the. London summit in: 


December. Holding the presidency can, 


of course, be useful for public relations at 
home. For six months British people may 
be able to relate a bit more to. EEC 
activities if familiar British faces seem to 
be running them. The Community will 
seem a bit less of a bunch of meddlesome 
foreigners. 

Being president also gives a country the 
chance to make what might be termed the 
statesmanlike gesture of abandoning an 
entrenched national position so. as to 
open the way for agreement. Britain may 
do just that in the next few weeks over the 


June in the EEC 


Summit 





At their summit meeting in The Hague, 
the FEc’s leaders issued a statement on 
South Africa on June 27th which tried to 
conceal the differences among the Twelve 
over economic sanctions. The British for- 
eign minister, Sir Geoffrey Howe, would 
go to South Africa in July, and the 
Community : would. consider imposing 
sanctions in three months’ time. But the 
Dutch prime minister, Mr Ruud Lub- 
bers, who chaired the summit, inadver- 
tently brought the differences back into 
the open by telling a post-summit press 
conference that the Twelve had commit- 
ted themselves to apply sanctions if Sir 
Geoffrey’s visit was a failure. He. was 
quickly contradicted by Britain’s Mrs 
Thatcher and West Germany’s Mr Kohl, 
who said their hostility towards sanctions 
had not weakened. If EEC summits are 
rarely memorable, this one was eminent- 
_ ly forgettable. 


Trade and industry 


Japanese carmakers were told by their 
government to limit their booming ex- 
ports to the Community. Although their 
sales to Italy, France and Britain are 
closely controlled, those to the more open 
West German and Benelux markets have 
risen sharply this year. 


Competition 


The commission, ina preliminary ruling, 
decided that an Italian government-sup- 
port programme for. the textile industry 
and a. job-creating scheme in France 
infringed EEC rules by distorting competi- 
tion within the Community. 


Transport 


After more than 15 years of negotiations, 
ministers agreed on a maximum axle 
„weight for trucks of 11.5 tonnes for 
continental Europe and 10.5 tonnes for 






| Britain and Ireland. Ministers also decid- 
«For the rest, the British presidency ~ 


In normal circumstances 
Mrs Thatcher, the EEC’s sternest financial 
disciplinarian, would ‘not find it-easy to 
approve a supplementary budget of $2.5 
billion for this year—an overrun of 10% 
above the original estimates—as the Eu- 
ropean Commission is requesting. 
What she would really like is to get her 
hands-on the $600m still owed. to Britain 
for excess payments to Brussels in 1984, 
which is tied up in the budget package, 
and throw out the rest. However, the 
majority say she will have to accept the 
other bits of supplementary budget as 
well. What. better occasion. for showing 
stateswomanship? 





ed to open up the road-haulage market by 
issuing more permits to transport firms 

to pick up goods anywhere in the commu- 
nity. At the moment up to 30% of FEC 
trucks on international journeys are emp- 

ty on the return leg. l 


Fishing 

Angry Spanish anchovy fishermen block- 
aded the French port of Hendaye because 
the French authorities refused them ac- 
cess to one of their traditional fishing 
zones in the Bay of Biscay. Under the 
terms of Spain’s EEC entry treaty, control 
of the zone passed to France. EEC experts 
are trying to mediate. 


Court of justice 


The court ruled on two cases of worker 
discrimination. In the first, it found 
France guilty of maintaining a regula- 
tion, illegal under Community law, which 
reserved jobs as nurses in state-run hos- 
pitals for French nationals only. In the 
second case, the court ruled against the 





‘Dutch government for refusing residence 


to a part-time German music teacher on 
the ground that he depended on social 
security to. supplement his. earned in- 
come. The judges said. that part-time 
workers have the same right to work and 
live—and the same right to social securi- 
ty—outside their own country in- the 
community as folk in full-time jobs. 
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A DEPOSIT ACCOUNT 
THAT PAYS OVER — 


BP 






The Economist Conference Unit (ECU) 
organises conferences, seminars and 
lectures throughout the world. A broad 
range of economic, social and political 
issues is covered. ECU also assists in the 
planning and management of conferences 
with other prominent national and 
international organisations. 





Forthcoming events: — 





© Advanced Manufacturing: Making it Work, 
Making it Pay (in cooperation with Ingersoll 
Engineers Inc), Geneva, October 19-21 1986. 


© Investing in Emerging Stock Markets, — 
London, November 21, 1986. : 


© R&D and Technology Management: 
Approaches that Succeed (in cooperation with 
The Conference Board), Brussels, December 
1-2, 1986. - l 


© East-West Trade under Gorbachev (in 
cooperation with Girozentrale Vienna), — 
Vienna, December ll- 12, 1986. 
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“Improvement in the results _ 
demonstrates the Group’s resilience 
and a much stronger earnings base 
| than for many years” 


SIR CHRISTOPHER HOGG, CHAIRMAN 
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N HIS STATEMENT eek ~ endless process of change 
. to Shareholders in the oe in the search for 
1985/86 Report & Accounts | | improvement. 
just published, Sir Chris- an For Courtaulds, results . 
topher Hogg saidthatina = 4/5 = ee ese) are coming through on` 
year which had its fair- ‘Pre-Tax Profit Growth many fronts; the momen- 
share of difficulties, these results -tum for improvement is there and 
demonstrated the Group’s increasing _ will be sustained, thanks to the 
strength initsmarketsaroundthe world. — efforts of all those who work for the 
Theneedtofaceup tointernational — Group. | 
competition in most parts of Courtaulds o In conclusion he said that the 
business, both in the UK and overseas, _ high standards which the Group sets 
means the unremitting pursuit of -and the progress that is continuing 
international standards to be made towards them, 
of performance with a 1985/86 plus the strong earnings , 
dedicated long-term + PROFITS BEFORE TAX +11%| base which has been 
approach, plus- 5 EARNINGS PER SHARE +25% created, all augur well for 


ate e DIVIDENDS +30% 
willingness to accept an the future. 
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Fora copy of the 1985/86 Report & Accounts 
please write to the Secretary. Courtaulds PLC, 
18 Hanover Square, London WIA 2BB 
OF ‘telephone 01-629 9080. 








The voters don't care for 


balance 


The electorate dislikes the prospect of a 
parliament in which no party would enjoy 
an overall majority after the next elec- 
tion. That is the most striking conclusion 
of a poll which is the first of a special 
series on a hung parliament conducted for 
te Economist by Market and Opinion 
awsearch International (MORI). =` 
The poll suggests a remarkable aver- 
sion to “coalition politics”. Half of all 
respondents regard ‘an indecisive out- 
come to the election as a bad thing. Not 
even a clear majority of Alliance support- 
ers. are enthusiastic. Only 28% of all 
respondents saw virtue in the restraining 
influence that a balancing element might 
have on a minority government. 
Assuming the Alliance were the small- 
est of the three parties in such: a parlia- 
ment, all respondents were almost evenly 
divided on which of the two big parties it 
should back to form a new government. 
Alliance supporters themselves were split 
three ways. A third would like their 
leaders to back Labour, a third Tory and 
a third neither party or else didn’t know. 
This divide carried right through to 
those Alliance voters professing specific 
seral or SDP sympathies. The poll con- 
ms previous surveys placing both the 
seral and SDP components of the Alli- 


ance at political mid-point between La- 


bour and Conservative. It presages a 
difficult choice for the two Alliance lead- 
ers, Mr David Steel and Dr David Owen, 
should they be asked to: back either a 
Labour or a Conservative Queen's 
speech, Whichever decision they make 
will annoy a majority of their supporters. 

If that is painful news for the Alliance, 
no more comforting for the Tories is the 
revelation that lots of floating voters in 
the centre of the spectrum are holding 
back from voting Tory because they do 
not like Mrs Thatcher’s leadership: 11% 
of those polled would be “more likely” to 
vote. Conservative if Mrs ‘Thatcher were 
replaced as party leader; and 21% of 
those who were declared: Alliance sup- 
porters. Those who said they were more 
likely to vote for a post-Thatcher Conser- 
vative party wer: then asked: which alter- 





native leader would most appeal to them? 
A surprising 36% opted for Mr Michael 
Heseltine, a former defence secretary 
who resigned over the Westland affair in 
January. 

Among marginal Tory and Labour vot- 
ers, Mr Heseltine’s defection from That- 
cherism has clearly done him good. His 
star rises even further, to 43% , among the 
potential switchers who claim to be Alli- 
ance supporters at present. He scores best 


among the working-class and men, less 


well among women and the young. 
Among Alliance floaters, Mr Tebbit en- 
joys 15% support, with Mr Peter Walker 


-at 13%. and Sir Geoffrey Howe at 11%. 


Resigning from Mrs Thatcher's cabinet, 
especially on a patriotic platform such as 


Westland, is clearly good for one’s politi- 
cal health. (In a recent Marplan poll for 


the Guardian and BBC Panorama, Mr 
Heseltine ran second to succeed Mrs 
Thatcher with 21% behind Mr Tebbit on 


34%, but that was among those who . 


voted Tory in 1983, not just floaters.) 

Mr Steel’s strong advance among Alli- 
ance supporters continues. Our MORI poll 
shows 27% of all respondents want him as 
the single leader of the Alliance, while 
18% prefer Dr Owen and 30% are happy 
with the ‘Alliance’s chosen option, of a 
joint leadership. Among Alliance voters, 
Mr Steel enjoys 33% support and Dr 
Owen 25%, but with 36% still preferring 
the joint leadership. A warning sign to Dr 
Owen is that a quarter of SDP voters 
would actually back Mr Steel as single 
leader, while only 13% of Liberals would 
choose to back Dr Owen. 


Broadcasting 


Peacock spreads 
its wings 


When, in March last. year, the home 
secretary set up the Peacock committee to 
look at the financing of the BBC, the 
government nursed a sneaking hope that 
its report would put the state-owned 








1. Ifo party 


All: % 
Good 28 
Bad 50 
Neither 6 5 
Don't know . 15 10 


Alliance 
voters: % 
47 

<89 


2. If the 
stalemate. 


Conserv: 
ment? 


3. if Mrs Thatcher were replaced as leader 
of the Conservative party before the next 
election, do you think you would be more 
may to vote Conservative, less likely to 


Conservative, or would it make no 


difference to how you vote in the general 


36 
Sir Geoffrey Howe z 


Douglas Hurd 

Norman Tebbit 15 
Peter Walker 12 
Other 2 
Don't know 17 


-h db b 
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5. Would you prefer the Liberal/sop Alli- 
ance to contest the next general election 
with Mr David Steel as leader, Dr David 


Owen as leader or both as leaders, asi 





More of a fiddle today 


broadcasting corporation on the spot. 
The BBC had just asked for a colour- 
television-licence fee of £65 a year, and 
been told to cope with £58 a year for a 
couple of years instead. An accountants’ 
report had just said that the BBC could be 
more efficiently and cheaply managed. 
Why not take a serious look at the case 
for making Auntie (and those left-wing 
prigs who notoriously hide under her 
skirts) stoop to taking ads? 

Now the Peacock committee’s report 
has put“the government on the spot 
instead. First? it was delivered on times— 
not something Whitehall expects of inde- 
pendent inquiries. Second, it has found 
against advertising on the BBC. Instead, it 
has suggested freezing the licence fee in 
real terms at £60, and gradually introduc- 
ing subscription broadcasting, to allow 
consumers to pay for what they want to 
watch. All new television sets, it suggests, 
should be equipped, as soon as may be, 
with a decoder to make that possible. 
Third, it has wandered well beyond what 
the Home Office deems its brief to have 
been, and made all manner of embarrass- 
ing suggestions for breaking up what its 
chairman, Professor Alan Peacock, calls 
the “comfortable duopoly” of the BBC 
and the independent companies. 

The home secretary, Mr Douglas 
Hurd, showed his discomfort in his reac- 
tion. He had already slid out a parliamen- 
tary written answer announcing the shelv- 
ing of the promised two-year experiment 
in community radio. Once it dawned on 
ministers that these much less regulated 
statfns might become Hyde Park Cor- 
ners of the air, broadcasting all sorts of 
outrageous attacks on British or even (if 
run by ethnic communities) foreign gov- 
ernments, enthusiasm for freer radio 
dwindled. The Home Office remembered 
that a green (consultative) paper on the 
future of radio was due in the autumn. 
Info that handy receptacle will also go the 
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Peacock committee’s majority recom- 
mendation to privatise BBC Radio’s two 
popular-music channels, a sale which 
would raise less than half the revenue the 
BBC could raise if it collected all the 
television-licence fees that people dodge. 

Much of the committee’s report dis- 
cusses a future when most of the present 
cabinet will be drawing their pensions. 
The government finds it hard to disagree 
with the view that, for instance, changing 
technology will eventually undermine the 
State’s ability to regulate programming 
and advertising. (But the prime minister’s 
personal horror of peak-hour sex-and- 
violence meant a brisk rejection of the 
committee’s suggestion that broadcasting 
should be curbed only by the normal law 


Civil service 


on matters like obscenity, defamation 
and sedition.) It is those recommenda- 
tions of the committee designed to get 
people used to more competition in 
broadcasting which the government will 
find hardest to swallow. 

Hardest of all is the recommendation 
by four committee members that ITV 
franchises should be put out to competi- 
tive tender, albeit with conditions fixing 
minimum standards. The intention is to 
cream off the monopoly profits of fran- 
chises more efficiently than the present 
ITV levy, which allows unions to grab 
most of the money through restrictive 
practices, and takes pressure off the BBC 
to control its costs, too. The government, 
instead, will postpone the next franchis- 
ing round (due to start in 1988) and— 
perhaps—put a proposal of its own into 
its election manifesto. Some re-working 
of the existing franchising system is a 
more probable outcome than a comme 
cial auction. 

Rumours about the report’s contents 
have already prompted the duopolists to 
take some anticipatory action. Yorkshire 
Television has begun a three-month ex- 
periment in using the dead hours between 
lam and 6am, which the committee wants 
to see auctioned off with an explicit three- 
year ban on sale to the BBC or ITV 
companies. And the BBC has anticipated 
the committee’s recommendation that in- 
dependent producers should provide a 
rising proportion of programmes, up to 
an eventual 40% minimum, by at least 
paying lip-service to the idea of stepping 
up its outside purchases. 





Militant wins one in Whitehall 


Britain’s largest civil service union, the 
Civil and Public Services Association 
(CPSA) has elected itself a general secre- 
tary, Mr John Macreadie, who is backed 
by the Trotskyist Militant Tendency. 
Horrors, says the union’s departing gen- 
eral secretary, Mr Alistair Graham, along 
with his moderate and right-wing sup- 
porters in and outside his union. Minis- 
ters may well agree. 

Mr Macreadie, with 20,424 votes (out 
of some 58,000) was just 121 votes ahead 
of his main, right-wing rival. Supporters 
of the three defeated candidates are keen 
to force a re-run. A higher-than-usual 
number of spoilt ballot papers means an 
inquiry will be held, but that is unlikely to 
lead to another election, which would 
only extend the union’s political uncer- 
tainty. An inquiry would be hard, too, to 
defend against charges of bias, since the 
equally chaotic voting which led to the 
election of a right-wing executive earlier 


this year has gone unchallenged? 

Surprises are nothing new to the CPSA, 
whose national executive is inclined to 
change its political complexion almost 
every year. But a swing back to the left 
under Mr Macreadie would be more 
significant than the previous left-wing 
victories under Mr Graham, whose lead- 
ership has provided the union with some 
stability. Besides, Mr Macreadie, like 
many on the left, plans to take his orders 
from the union’s (left-wing) conference, 
rather than from its executive. 

Concern at the CPSA result goes beyond 
the union itself. It almost certainly scup- 
pers any remaining hopes of a long-term 
pay agreement within the civil service. It 
also, to Labour’s concern, brings closer 
the risk of disruption in the civil service 
before the next election. The fact that the 
CPSA is not affiliated to the Labour party 
would be no help. Mr Macreadie has said 
he will not put the election of a Labour 
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government before the wishes of his 
members. Alarm bells are also ringing in 
the Trades Union Congress, which is not 
keen to have an admitted supporter of 
Militant on its general council. The CPSA 
executive could avoid that for the time 
being by keeping Mr Macreadie off the 
general council; two years ago, Mr Gra- 
ham was voted off it by a left-wing 
executive. 

The right wing within the CPsA has 
claimed throughout the election cam- 
paign that a Macreadie victory would 
constitute the first step in a classic Trots- 
kyist plot to gain control of the machinery 
of government. This is improbable. If Mr 
Macreadie posed a real threat to security, 
ministers could refuse to negotiate with 
him, or to give him access to sensitive 








Nine months after the riot at Broadwater 
Farm housing estate in north London, in 
which a police officer was killed, the 
distrust and misunderstanding which 
caused it are deeper than ever. That 
depressing fact will emerge from the two 
very different accounts of the riot being 
published this month, one by the police, 
the second by an independent panel of 













ey i 
ay 2nd, London’s Metropolitan 
Police published its public order review, 
in which it makes concessions to those, 
particularly among the lower ranks of 
the police force, who feel they are inade- 
quately armed. The events at Broad- 
water Farm are recounted in minute 
detail, along with those in Brixton the 
previous month. There are few points of 
similarity between its account, and those 

iven in evidence to the independent 
inquiry, in which the police did not 
participate, into the Broadwater Farm 
disturbances. The inquiry’s report will be 
published on July 7th. It will pin much of 
the blame on policing tactics, and pre- 
scribe a democratically accountable po- 
lice authority as the cure for London’s 
policing ills. 

Because it was commissioned by Har- 
ingey council, and chaired by the Labour 

r Lord Gifford, the Broadwater Farm 
inquiry will inevitably be portrayed as 
left-wing nonsense. Would that it were. 
In fact, Haringey council itself comes in 
for considerable criticism, and the re- 
sentment and frustration which have 
emerged during the inquiry is only too 
representative of the views of a large 
section of Broadwater  Farm’s 
inhabitants. 

The most significant part of the inqui- 
ry is the survey carried out by Mr Jock 
Young, a criminologist from Middlesex 
Polytechnic who cannot be accused of 
being in Haringey council’s pocket. Mr 
Young's findings are chilling because 
they portray Broadwater Farm as unex- 











































information, but Such a contentious step 
is unlikely to prove necessary. The most 
important negotiations are conducted 
through the Council of Civil Service 
Unions, in whigh Mr Macreadie holds no 
key post. 

The most significant lesson to be 
learned from the election is the simple 
fact that Militant, which still refuses to 
call itself an organisation at all, has be- 
come awesomely efficient. By common 
consent, Mr Macreadie’s election cam- 
paign was far better organised than those 
of his opponents. Militant also has a good 
deal of support in the union—although 
many of those who voted for Mr Macrea- 
dy will have been unaware of his Militant 
backing, which was not mentioned in his 
campaign literature. Mr Neil Kinnock 


Down on the Farm 


ceptional, its inhabitants concerned 
about law and order and its problems no 
worse than the average inner-city estate. 

It is unusual for people to think crime 
is falling, even when it is. In the after- 
math of a riot, such a perception is even 
more unlikely. And yet half of those 
interviewed on Broadwater Farm feel 
that the crime rate has dropped. The 
incidence of crime compares well with a 
similar survey Mr Young has carried out 
in Islington; 8% of the Broadwater resi- 
dents said they had been burgled during 
the year, compared with 11% in Isling- 
ton. Only sexual assault, at 5% in Broad- 
water Farm and 2% in Islington, was 
higher on the Tottenham estate. Such 
findings will hearten the inhabitants of 
“the Farm”, but it will confirm fears that 
a large number of apparently calm inner- 
city estates hide tensions just as 
dangerous. 

Despite a genuine attempt to establish 
“community policing” in places like 
Broadwater Farm, no satisfactory way 
has yet been found to bridge the gulf 
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hopes that the expulsion of Militant lead- 
ers from his party will persuade the elec- _ 
torate that Labour has its far left under “ 
control. Mr Macreadie’s emergence asa 
public figure will not help to make that =) 
notion credible. s 


South Africa 
Labour fluffs it l 


The row over sanctions against South 
Africa seems to have shifted to the gov- — 
ernment’s political advantage, at least in 
the short run; and, more especially, to _ 
that of Mrs Thatcher. Weak though her 
position may look from abroad (see page 
13), she has still scored useful debating 


between the perceptions of the police 
and those of young blacks. They simply * 
cannot understand each other, and know 
nothing of each other's lives. Two police- 
men patrolling Broadwater Farm this 
week appeared to believe that cannabis, 
like LSD, could make people jump out of 
windows. Even the simplest factual 
event will in good faith be related differ- 
ently by the two groups. 

Because of this lack of understanding, 
places like Broadwater Farm buzz with 
rumours. Before the riot, police had 
been saying for weeks that trouble was 
brewing, while young residents were 
Becoming convinced that police wanted 
to stir up trouble. The riot became a self- 
fulfilling prophecy. The Met's public- 
order review quite openly refers to “un- 
confirmed reports” and “persistent 
rumours”. It is appalling that police 
should have to depend on the grapevine. 
Since the riot, the links between the 

lice and the estate’s youth association, 
which had played a large part in improv- 
ing conditions, have almost entirely bro- 
ken down. As a result, any disturbances 
that take place this summer will be even 
harder to predict and control. 
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BRITAIN 


Far to go 


Non-white workers are not only paid less 
and more likely to be unemployed than 
white workers. They also suffer a less 
obvious form of job discrimination: they 
typically have to travel farther to find 
work. Thus their commuting costs are 
higher—and so their net pay lower— 
than white workers with the same skills. 

Indeed, according to a study by Mr 
Barry McCormick published in the cur- 
rent Economic Journal, the cost of these 
longer journeys may account for be- 
tween a quarter and a third of the 
difference in net earnings between white 
and non-white workers. Mr McCormick 
Studied the employment patterns and 
journeys to work of a sample of Asians 
and West Indian workers in Birmingham 
and the West Midlands. He found that, 
on average, West Indian residents trav- 
elled 27% and Asians 13% farther to 
their workplaces than did whites in simi- 
lar sorts of jobs living in the same parts 
of Birmingham. These figures were 
brought down by the inclusion of a small 
number of non-manual workers. Taking 
manuals alone, West Indians had a 35% 
longer journey to work, and Asians 21% 
longer, than whites. 

These longer journeys cannot be fully 
accounted for by the relative concentra- 
tion of non-whites in some industries (in 
the Birmingham sample, 78% of non- 
whites but only 50% of whites work in 
metal manufacturing, engineering and® 


points in Parliament. 

This week she dominated a packed 
House of Commons for an hour of prime 
parliamentary time. Not only was her 15- 
minute question time focused almost en- 
tirely on South Africa, but so was the 40 
minutes of debate on the European sum- 
mit held at The Hague on June 26th-27th. 
Mrs Thatcher usually overcomes Mr Neil 
Kinnock in the twice-weekly gladiatorial 
contests held between the party leaders 
during prime minister’s questions. Mr 
Kinnock helped by failing to probe the 
one area in which the government feels 
sensitive, its attitude to the need for black 
majority rule in South Africa. 

More unusually, she was able to tri- 
umph over Mr Denis Healey, Labour’s 
shadow foreign secretary and a far more 
dangerous adversary then Mr Kinnock. 
Casting a tempting fly, she said, “When 
Mr Healey was in the Labour government 
he wanted to sell weapons to South Afri- 
ca”. A furious Mr Healey rose to declare 
“No! Absolute nonsense!’’. Mrs Thatcher 
whisked out a quotation from the pub- 
lished diaries of the late Richard Cross- 
man, a cabinet colleague of Mr Healey. 
In cabinet in 1967, said Crossman, 

Healey . . . said we need the Simonstown 

base to be kept going by South Africa in our 
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the car and car components industry). 

Mr McCormick is keen to argue that 
the explanation does not lie in discrimi- 
nation in the housing market, which 
confines non-whites to the run-down city 
centres, rather than the flourishing sub- 
urbs. But it is even harder for non-whites 
than for whites to live where they want 
to. Discrimination in housing costs 
blacks money, too. 





own interest and therefore we should sell 

South Africa maritime arms but not arms for 

domestic use. 

The Tory benches roared with delight, 
and—variably reliable though Cross- 
man’s diaries are—Mr Healey did not 
take up an offer from the Speaker to 
reply. 

Opportunities for attacking the govern- 
ment with effective publicity are always 
limited, and for Labour to be devoting so 
much parliamentary time to South Africa 
is almost certainly a good thing for the 
Tories. British public opinion is still not 
demanding sanctions against South Afri- 
ca, nor concerned at the prospect of some 
African countries leaving the Common- 
wealth. And time spent on South Africa is 
time not devoted to more sensitive issues 
such as unemployment. 


Conservative party 
Think again 


Is the government running out of ideas? 
Some academics who think so this week 
announced the establishment of a new 
research group to contribute to Conserva- 
tive thought. It is to be called the Hugh- 


enden Foundation (after Disraeli’s home 
in Buckinghamshire) and has strong un- 
dertones of Disraeli’s one-nation 
approach. 

To avoid being seen as supporters of 
one or other of the would-be inheritors of 
the party leadership, the group has cho- 
sen as its patron Lord Home, 83 years old 
but still bright as a button. Two weeks 
ago he wrote to both Mrs Thatcher and 
the party chairman, Mr Norman Tebbit. 
Mrs Thatcher has given the group her 
blessing. It has yet to hear from Mr 
Tebbit, perhaps because Central Office 
fears that it will syphon off cash from the 
sorely pressed party treasurers. Or per- 
haps Mr Tebbit is sensitive to a view held 
by members of the group: that the Con- 
servative Research Department, which 
was the main engine of party policy- 
making in 1945-51 and 1964-70, has de- 
generated into a mere secretariat to Con- 
servative MPs. 

The Hughender group is the first “par- 
allel” Tory organisation, outside the par- 
ty machinery, to be set up since 1974. 
That was when Sir Keith Joseph started 
the Centre for Policy Studies, in co- 
operation with Mrs Thatcher, then a mere 
member of the shadow cabinet, and to the 
fury of Mr Edward Heath, who was still 
Tory leader. The theoretical basis of the 
CPs was that of the monetarists and advo- 
cates of the social-market economy. It is 
now run by Lord Thomas of Swynnerton, 
a historian who is seen as more interested 
in foreign policy than home affairs, and 
has lost much of its influence in the past 
two years—a sign not so much of failure 
as of success. 

The Hughenden group, by contrast, is 
more in tune with the interventionist 
strand of Tory thinking. The chairman of 
its council is Lord Carr, home secretary in 
the Heath cabinet and later chairman of 
the Pru. The full-time research diréctor is 
Mr Joseph Egerton, an Oxford academic. 
The council includes Lord Blake, histori- 
an of the Tory party, Sir Fred Cather- 
wood, former head of the National Eco- 
nomic Development Office, and Mr 
Christopher Tugendhat, until 1984 one of 
Britain’s commissioners to the EEC. 
Chairman of the finance committee is Sir 
Ronald Mason, a former chief scientific 
adviser at the Ministry of Defence. The 
Sainsbury family is among the financial 
sponsors. 

Although the group was officially un- 
veiled only this week, it has been prepar- 
ing its programme for ten months. It 
plans private seminars, initially covering 
four main areas of policy. They are em- 
ployment opportunities through greater 
industrial efficiency; the shortage of 
mathematics and physics teachers at 
schools and universities; the balance of 
expenditure between nuclear and conven- 
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Easier said than done 


Local councils’ spending is high and rising. Yet half of Britain's voters pay 


no local taxes—the ra 


all. The government thinks all should pay 


something. Its plans to make them do so are full of snags 


The kernel of the government’s: propos- 
als is to replace household (though not 
business) rates with a “community 
charge” payable by every adult. The 
charge—critics call it a poll tax—would 
be phased in over several years, rising 
from an initial, uniform £50 to several 
hundred pounds, depending on the local- 
ity. The Scots are to be the first guinea 
pigs; a bill is to be introduced by 
January. 

Virtually all Scottish councils, includ- 
ing all nine regional councils which do 
most of the spending, are hostile. That is 
partly because most are anti-Tory any- 
way; partly because the reform would 
also transfer power to set business rates 
from local hands to central government. 
But that is far from the whole story. 
Nationwide, many councillors and local 
officials, Conservatives among them, op- 
pose the community charge as both ex- 
pensive to collect and impractical. Their 
fears were explained at a recent seminar 
by the Chartered Institute of Public 
Finance and Accountancy. 


Finding the charge-payer 
The list of those due to pay would be 
separate from the electoral register 
(mainly to avoid the “poll tax” charge, 
but not entirely; not least, it would 
include foreign residents). It would be a 
“rolling” register, kept continuously up- 
to-date. There would be a duty to regis- 
ter, falling not on each individual but on 
the head of the household where he or 
she is resident. Problems: 
@ Who is the “head”? It is not always 
clear, eg in a three-generation household 
or a shared flat. Whitehall replies: in 
extremis, the council could nominate the 
head. But how would it find out? 
@ Just what does “resident” mean? 
@ People with two homes might try to 
register with whichever council charged 
less. Whitehall says they must register at 
the “main” residence, which would be a 
matter of fact. For most people, yes; but 
not for all. And, even if it were, how will 
local councils find out the facts? And 
what if two councils disagree? 
@ The government proposes to exempt 
anybody still at school. That includes 
some. 18-year-olds; which not only drives 
a hole. through the principle that every 
voter miust pay but raises new problems 
of definition. What exactly is “at 
school’? When exactly does one “leave” 
school? 

All this assumes people are willing to 


register and do.so..Many do not, even. . 


when registering gives the right to vote: 
in towns, only 60-80% of electoral regis- 
ter forms are sent back, and spot checks 
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~ tend to show the eventual register 8-10% 


wrong on the day it was drawn up. So 
what chance has a register that gives only 
the right to be taxed? Next problem: 
how are people to be traced? 

@ People moving home are the biggest 
problem. In rural areas that is about 
10% a year; an extreme urban case like 
Kensington, in London, finds 25%-plus, 
and over 40% in the Aussie-land of Earls 
Court. Whitehall says that movers (or 
their household head?) must notify their 
old council and the new one, as ratepay- 
ers do now. But while changes of owner- 
occupation are easy to trace, through 
solicitors’ inquiries, shifts of mere resi- 
dents are not. 





@ What about foreigners? How many 
will register, even if they can read Eng- 
lish? Or Asian immigrants, some of 
whom genuinely cannot? 
@ What about the lodgers who will qui- 
etly make it worthwhile to their landlord 
not to register them? The son or daugh- 
ter at home for a few months? The 
unemployed, on long-term “holiday”? 
Some of the problems can be solved. 
Certain properties such as boarding 
houses will still be subject to a “‘collec- 
tive charge” anyway, and this could 
include crown properties such as army 
married quarters, and diplomatic prop- 
erties. For the rest, there will have to be 
more. physical canvassing—some coun- 
cils do it even now for the electoral 
register. Regular users of council ser- 
vices—libraries, swimming pools, social 
services—would reveal their presence. 
But proof of registration could hardly be 
made a condition for the use of services. 
To get a refund of a charge already paid 
from their old council, movers might be 
required to show they were registered 
with their new one (not that that would 
detect, or deter, the mover who explains 
a curious three-month gap by claiming to 





should; and/or an increase in the 





























































have been on holiday, or working in 
Hamburg . . .). 

Councils will need to co-operate. Bi 
the Data Protection Act will cause prob- 
lems, and Whitehall says it will not make 
available records such as those of health 
or national insurance, though it might 
notify deaths. Nor has it any plans for an 
identity card. he 

However, Whitehall does have a short 
answer to all these doubts: Sweden al- 
ready has locally based income tax, and 
somehow gets round the. difficulties— 
without identity catds either. 
Enforcements | 
Enforcing registration and collection, 
depend largely on public attitudes: if 
people think “everybody evades the 
charge”, they will be tempted to. do 
likewise. So the register must be open to 
inspection, enforcement vigorous and 
visible, say local officials. 

But the temptation will be strong any- 
way. So Whitehall suggests a fine for 
people—presumably heads of house- 
hold—who do not register those the 


charge—presumably on the unregistered 


for unpaid rates. will be re-enacted in 
appropriate form. But enforcement will 
not be easy: bailiffs know where a rate- 
payer lives, but what about the son who 
moves out before they turp up? Attach- 
gnent of non-payers’ earnings, perhaps? 
Yes, provided you can trace them—and 
that they have any to attach. 


Costs Fe 
Even given widespread honesty, and 
vigorous enforcement, there are | 
practical problems. Councils (and other 
landlords) will not be able to include the 
community charge in rent demands, as 
they do rates, because it will vary accord: 
ing to the size of households. So there 
will be far more bills to calculate anc 
send out, many—especially if monthly 
payment is allowed, as it will surely have 
to be—for small sums. Housing benefi 
will raise extra hurdles. Applications will 
multiply, as wives and adult offspring 
become liable for the community charge 
and eligible for benefit. One council 
estimates a doubling, perhaps even tre 
bling, of applications. 
Overall, another council reckons 
will need to double its rates staff during 
the long transition while the new system 
is brought in, so raising collection cos 
from the equivalent of a 2p rate to 4 
Few councils believe—with memoria 
other legislation to prove their point- 
that central government has any notio! 
of the extra burden it is putting on them 
let alone that it will meet the cost... 
Which leaves the government only th 
modest, but not foolish, comfort tha 
you can prove most change impossible— 
until you do it. ` 
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tional forces; and, for its first seminar this 
week, attended by Mr Douglas Hurd, the 
home secretary, the timely topic of urban 
problems and public (no, not spending) 
order. 


_ Theatre 





On a world stage 


Should the bosses of Britain’s top subsi- 
dised theatres be allowed to make their 
fortunes in the West End and on Broad- 
way? The twin pillars of the theatrical 
establishment—Sir Peter Hall of the Na- 
tional Theatre and Mr Trevor Nunn of 
the Royal Shakespeare Company (RSC)— 
who, between them, have five shows 
running in commercial theatres in the 
West End—have found themselves ac- 
cused of making too much money from 
such deals. They are suing the Sunday 
Times for saying so. 

The London theatre is the best in the 
world partly because it blends the subsi- 
dised and the commercial worlds. One of 
Mr Nunn’s commercial successes is “Les 
Misérables”; the play was first staged at 
the RSC but the idea and original sponsor- 


Bowled out 


The battle of Waterloo may have beef 
won on the playing fields of Eton. But 
England's once-national sport, cricket, is 
facing its own Waterloo on the playing 
fields of the country’s state schools. 
Middlesex, for example, won cricket's 
county championship last year. Yet only 
eight secondary schools affiliated to Mid- 
dlesex’s schools cricket association now 
Pity roguiany against other schools. 

at is wrong? The game requires 
expensive equipment and expertly main- 
tained facilities; yet schools are short 
both of cash and of staff willing to devote 
the time to run matches out of school 
hours. There is political pressure against 
sports that are competitive, mostly en- 
courage boys, and are seen as elitist, 
And the abolition of grammar schools 
also got rid of a strong cricketing tradi- 
tion: out of 23 men who played for 
England in 1966, they supplied ten. 

ntrast that with what happens in 
other cricketing countries. In India, 
which this summer has already won the 
first two games of a three-match Test 
soes a England, every spare scrap 
o! idan is thick with kids (of all ages) 
playing cricket. So is every beach in the 
West Indies. In Australia and New Zea- 
land, schools still take the game serious- 
ly. Schools in South Africa, an outcast 
from Test cricket, have managed recent- 
ly to produce more Test cricketers for 
England (Alan Lamb, Neal Radford and 
Chris Smith, in the current series against 


r 


ship came from a comfnercial producer, 
Mr Cameron Mackintosh. “Les Miséra- 
bles” could not have been put on by 
commercial or subsidised theatre alone. 

That is a straightforward example. 
Now consider the case of “The Petition”, 
a play by Mr Brian Clarke (who wrote 
“Whose Life is it Anyway?”). This is 
soon to open, under Sir Peter Hall’s 
direction, at the National Theatre. It will 
run there for around 30 performances. 
Audiences willing, it will then transfer to 
the West End. At first, it looks like an 
example of the commercial theatre ex- 
ploiting the subsidised one: the National 
will pay for all the rehearsals, for the set 
and for the actors; if the play flops, the 
National must write off those costs; if it 
succeeds, the commercial backers take all 
the West End profits, less only the royal- 
ties to the National Theatre (5% of the 
takings to the theatre itself, 4% to Sir 
Peter; 1% to the play’s designer). The 
subsidised theatre, it seems, has become a 
kind of glorified pre-West-End run. 

In fact, the story is less one of exploita- 
tion than of complexity. ‘The Petition” 
opened in New York, where the stars, 
Miss Jessica Tandy and Mr Hume Croyn, 
demanded that Sir Peter Hall direct them. 


India) than have Yorkshire schools (just 
Bill Athey). Two more of England’s Test 
cricketers, Phil Edmonds and Derek 
Pringle, had their first taste of cricket at 
primary schools in Lusaka and Nairobi 
respectively, before going to English 
secondary schools. 

The counterpoint to less cricket in 
state schools is (a) more colts cricket in 
the clubs and (b) a high percentage of 
professional cricketers coming from pri- 
vate schools. These routes have pro- 
duced respectively the present England 
captain, Mike Gatting (John Kelly boys 


When plans were laid to transfer the play 
to London, Sir Peter was the obvious 
choice of director. But he was not permit- 
ted by the terms of his contract to stage it 
in a commercial theatre. The commercial 
backers say they would have preferred to 
have kept control of the show from the 
start but gave up the profits from the first 
30 performances and 5% of the box-office 
takings in order to get Sir Peter. At the 
American National Theatre, there would 
have been no such bargaining. Its direc- 
tor, Mr Peter Sellars, is allowed to do 
what commercial work he likes once he 
has satisfied the flexible requirements of 
his board of governors. 

The grey area between Britain’s com- 
mercial and subsidised theatres is getting 
murkier. The costs of staging a show are 
mounting so fast that, if subsidised com- 
panies will bear some of the costs, com- 
mercial backers leap at the chance. Thus 
£200,000 is a common sum for plays 
nowadays; musicals can cost £4m. “The 
Petition” will require around £100,000. 
The subsidised theatres, for their part, 
want to do deals with commercial backers 
because, they say, their government 
grants are lagging behind production 
costs. Who, then, is exploiting whom? 


high school, Cricklewood, and then 
Brondesbury colts) and his predecessor, 
David Gower (the private King’s School, 
Canterbury). But they are being fed by 
fewer players taught the game at school. 
How many potential Test cricketers 
are being lost for want of opportunity, 
particularly from England's ethnic mi- 
norities? Only three black cricketers 
have played for England in recent years: 
Wilf Slack (formerly of Wellesbourne 
secondary school in High Wycombe), 
Norman Cowans (Park High secondary 
school in Stanmore) and Roland Butcher 
(at school in his native West Indies until 
he was 14 years old). And in recent years 
no one of Asian parentage has made it. 
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on offshore borrowings. The surprise 
decision rocked the Eurodoliar — 
market in Australian dollar bonds. 


Top 5 Eurobond re tirst halt ba 
O $bn 2 8 


The American telecommunications. 
giant, ITT, and France's CGE 
announced a £2.8 billion joint venture 
in Europe. The deal creates the 
world’s second biggest maker of 


telecoms equipment. 


Despite a week-long meeting, OPEC 
could not agree on how to prop up its 
cartel. Oil prices fell again. 

































The Kohl government is to sell its 
equity stakes in two of West 
Germany's largest companies: 
Volkswagen and Veba. The stock 
offerings, with a combined value of 
more than $2 billion, will be West ~ 
Germany's biggest ever... 


Source: IDD intormation Services 


- Deutsche Bank overtook Credit 
Suisse First Boston to top the chart 
of book-runners.in the Eurobond 
“market in the first half of 1986. New 
issues amounted to record pi 4. 
billion. 


A ceiling of 15% has been set on: 
foreign-stakes in the 65 French state 
companies that the government 
wants to privatise. 


A sevenfold expansion in Europe's 
high-tech Eureka programme was 
agreed in London. The 19 
participating countries have backed 
72 industrial research projects, 
costing around $2.5 billion. 


In the American car industry s first 
ever contract-assembly d eal, 

American Motors is to assemble up 
to 150,000 cars a year for Chrysler. 


seized all the shares in the United 
Coconut Planters Bank on the 
suspicion that the bank was owned. 
by Eduardo Cojuangco, a crony of 
former President Marcos. 


The sale of 50,000 tonnes of 
American wheat at subsidised prices ~ 
to Sri Lanka made the Australian 
Wheat Board cross. 


EEC transport ministers failed to 








-most of the $70m heid in Swiss bank 
-accounts by the former Italian P-2 


- @pneral Dynamics linked dp. with 
A Philippine. government commission _ 


| fighter jet. 


ownership of newspapers and Tv 
stations in the same market. 


Hongkong agreed to limit the growth 
in its textile exports to the United 
States to about 1% a year until 1991. 


The Vatican bank, the Istituto per le ` 
Opere de Religione, has sold to the. 
Union Bank of Switzerland a 51% 
stake in the Lugano-based Banco di 
Roma per la Svizzera. The money 
raised will help finance the $242m 
the 10R agreed to pay foreign 
creditors of the failed Banco 
Ambrosiano. 


The Swiss Federal Court ruled that- 


lodge chief Licio Gelli should be 
kept frozen. 


Coca Cola plans to buy JTL 
Corporation, America’s biggest Coke 
bottler, for $1.4 billion. Coca Cola 
may spin off its bottling network in a 
separate flotation. 


Boeing and Lockheed to seek a $45 
billion contract for an advanced 






Dixons, Britain's camera-to-computer — 
chain, failed in its £1.9 billion bid to 
take over Woolworth Holdings. 





agree on liberalisation measures Rupert Murdoch sold the Chicago m 
designed to bring cheaper air fares. Sun-Times for $145m to satisfy the | 
Federal Communications Economic and real indicators 
Australia eliminated tax exemptions Commission. Its rules prohibit the are on Paes p- s 
Corporate scorecard 
Net % change % cha 
profit on Sales oncom 
Company Period $m* period " Comment 
Club H Apr 30 t +22 360 The French holiday grou group boasted bossied a reduction in losses kom its 
low-season business improved trading in America, 
CSX H Jun 30 217 ~4 3,300 14... America’s second- rail. group was hit by reduced income 
from property sales, ees = improved. 
Fraser and Neave Y Mar 31 14 ~12 120 Singapore's softdrinks maker, whi 
franchise Ses ‘of See ons Sane is Pass 
GEC Y¥ Mar 31 966t -3 7,230 Bra s biggest electrical 'S loss in 19 years will not 
help its attempted cial ie 
Hitachi Zosen Y¥ Mar 31 (304) + 1,760 The Japanese e was fat by slumping demand in 
overseas markets. 
Lufthansa F Apr 30 - (92) (-668)"* na na The ve German airline blamed toss mainly on the taling 
Northern Foods Y Mar 31 Sit +49 2,040 
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The British Suppior of Owrlabel i laa chains 
benefited from strong earnings growth in : 


ig tie niga PTR fro strong earnings growin in Bale, 
Y = Year ended. H = Halt-year ended. F = Four months ended. () = Loss. “Converted at average exchange rates. " “increased loss. ¢ = Pre-tax profit. + = Profitin previous period, ae 

























RANTING CREDI 
THE FUTURE 






MONTE DEI PASCHI DI SIENA 
1985 ACCOUNTS —  S™ yma 
, | 18,577 + 17.44% 


















Due to customers _ 























Mortgage bonds and debentures 2,508 + 971% 

Net worth and allowances for a 
_ possible credit losses 2,887 + 29.22% 

Total sources of funds 39,421 + 13.58% 

Loans and advances to customers IIOL + 18.30% 

Security holdings -10,263 ~ 11.63% 

Net income for the year 179 = +193.01% 







MONTE DEL PASCHI DESTENA 


BANK ESTABLISHED 172 





The MPS Banking Group:is composed of Monte dei Paschi di Siena, Banca Toscana, Credito 
Commerciale. Credito Lombardo and Italian International Bank PLC. The total sources of funds ~~ 
at year end 1985 amounted to approximately Lit 51,000 billion, the net worth wasLit.4.535 billion.” 
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Why West Germany is selling 
two gems in the crown jewels 


West Germany’s fledgling programme of 


privatisation at last looks like taking - 


wing. So far, the Bonn government has 
balked at selling the whole of any state 
company, preferring to keep a dominant 
stake for itself. Now Mr Gerhard Stolten- 
berg, the finance minister, has decided to 
sell all the federal government’s shares in 
two of the country’s biggest companies: 
Volkswagen, a motor multinational, and 
Veba, a big energy and chemicals group. 
The sale is planned for next year. 

The federal government has a 20% 
stake in Volkswagen, which has recently 
celebrated a return to profits by buying 
SEAT of Spam. Despite Mr Stoltenberg’s 
plans, the carmaker will still have a big 
governmental shareholder in the shape of 
the state of Lower Saxony, Volkswagen's 
plant at Wolfsburg lies in the east of the 
state, near the border with East Germa- 
ny. Although they belong to the same 
party as Mr Stoltenberg, the Christian 
Democrats who run Lower Saxony ap- 
pear to have no intention of selling their 
20% share in Volkswagen. 

Veba was the first state-owned compa- 
ny in which the present federal govern- 
ment sgld part of its holding. By retaining 
a 25% stake, however, the centre-right 
government in Bonn remained the com- 
pany’s biggest shareholder. After the 
Veba sale in 1984, privatisation marked 
time until this summer. At the beginning 
of June, the government put 40% of the 






Sources. Extel. company reports 
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BONN 


shares in VIAG, an aluminium, energy and 
chemical group, on the market, raising 
DM745m ($330m). 

Two other companies are due to be 
part-privatised later this year: Prakla- 
Seismos, an energy exploration and ser- 
vices group, and Industrieverwaltungsge- 
sellschaft (TVG), a property and transport 
company. The sale of state shares in the 
national airline, Lufthansa, which Mr 
Stoltenberg advocates, is blocked by op- 
position from the prime minister of Ba- 
varia, Mr Franz Josef Strauss, whose 
conservative Christian Social Union is 
one of the three parties in the federal 
coalition. 

The sale of Volkswagen and Veba 
shares, still to be approved by the cabi- 
net, could raise DMS.5 billion ($2.5 bil- 
lion). Mr Stoltenberg also wants to sell 
part of the government’s holdings in a 
mortgage bank and a credit bank. The 
Ministry of Finance says that the rush 
towards privatisation—after a delay of 
two years following the initial Veba 
sale—is simply a sign that the government 
is implementing policies outlined when it 
won the general election in 1983. 

There is another reason. The finance 
minister wants the money that the share 
sales will bring. His drive to cut govern- 
ment borrowing is being hampered by the 
cost of the subsidies that the government 
is handing out in the run-up to the general 
election next January. Farmers have ben- 


gn 





Stoltenberg lights a fire 


efited most this summer. The shipyards — 
are next in line. Mr Stoltenberg has — 
announced some balancing cuts in other 
subsidies, but there are political limits to — 
the savings he can make. a 
Tax cuts will also reduce the federa i 
government's revenue unless domestic 
demand picks up more than now a 3 
likely. A further piece of bad budget news 
is that, because of the strengthening of — 
the D-mark again the dollar, profits trans- 
ferred to the federal government by the 
Bundesbank are likely to fall by about — 
p2 
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i 40% next year. Accumulated earnings 
m interest on dollar holdings were a 
rd-breaking DM12 billion in the last 
financial year. 

Inthe draft budget for 1987 unveiled on 
_ June 27th, Mr Stoltenberg provided for a 
_ 2.9% increase in government spending— 
va significant increase in real terms, as 
prices in West Germany are virtually 
stable. On his reckoning, government 
_ borrowing would rise by 2.7% next year 
to DM24.3 billion, but then fall back to 
j DMZ. 3 billion by 1990. 

To keep on course, while allowing for 
the crosswind of political subsidies, the 
_ finance minister will need all the help he 
can get. Opposition Social Democrats 
accuse him of selling state assets to pay 
_ for vote-winning hand-outs. But if the 
centre-right government wins next Janu- 
__ ary’s federal election, Mr Stoltenberg will 
_ at last have a chance to put through full- 
_ blooded privatisation—without having to 
worry about buying farmers’ votes. Will 
he and his Christian Democratic col- 
_ leagues dare? 


Defe nce contractors 


Black boxes are the 
only game in town 


LOS ANGELES@ 


= Loral Corporation’s bid for Sanders As- 
 sociates of Nashua, New Hampshire, a 
erence electronics specialist, may be just 
beginning of a merger boom among 
Kaien contractors. Several big aero- 
space and defence companies in the Unit- 
_ed States seem ready to turn to bids to 
_ compensate for a less expansive defence 
budget. Sanders is the current target— 
but half a dozen others, including even 
-Loral itself, could be next on the list. 
Success for Loral’s bid of $50 a share 
fo 51% of Sanders is anything but as- 
sured. Sanders is resisting the offer of 
i to $1.billion. Meanwhile others— 
cluding Lockheed, Ford and Boeing— 
all said to be eyeing the small New 
4 Hampshire firm. 
_ Sanders enjoys a high rating in the 
defence electronics business. It was the 
only small firm to triumph in the recent 
J ‘ound of bidding for work on the Penta- 
_ gon’s integrated-next-electronic-warfare- 
stengs project, better known as INEWS. 
ps nders teamed up with America’s Gen- 
eral Electric to jostle against rivals the 
_ size of ITT, Northrop, Hughes, TRW and 
_ Westinghouse. 
The multi-service INEWS project is re- 
_ garded as likely to survive cuts in the 
defence budget by Congress. It could 
eventually blossom into a $2 billion-3 
billion project—an especially inviting 
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Gearchange for German juggernaut 


. 

How would Daimler-Benz, the Stutt- 
gart-based maker of Mercedes cars and 
trucks, reorganise itself after gobbling up 
three big companies in a little over a 
year? That has been West Germany’s 
most intriguing corporate puzzle of 1986. 
Its quick-fire series of acquisitions has 
turned the motor maker into the coun- 
try’s biggest industrial company—with 
interests ranging from aerospace to 
household electrical goods. 

Thanks to its cash mountain, built up 
from export-fuelled profits, Daimler has 
felt no financial strain in buying control- 
ling stakes in the AEG electricals and 
electronics group, the Dornier aerospace 
concern and engine-maker MTU. But 
how should Daimler organise its vastly- 
expanded empire to. get the best out of 
these acquisitions, while ensuring that 
top management under the chief execu- 
tive, Mr Werner Breitschwerdt, does not 
lose its grip on the core vehicle business? 

One answer would have been to have 
left AEG, Dornier and MTU to run them- 
selves under an umbrella holding compa- 
ny—with the vehicle business forming 
the biggest of four largely autonomous 
units. In the case of AEG, that would 
have recognised the achievement of its 
chairman, Mr Heinz Dürr, who has 
pulled his company back from the brink 
of bankruptcy since 1982. 

But a key motive behind Daimler’s 
buying spree was the desire to create a 
group that would be strong on internal 
technology transfer—putting advanced 
electronics from Dornier and AEG into 
Daimler’s vehicles. Too much indepen- 
dence for the parts of the enlarged 
Daimler empire has been seen as a threat 
to this aim. 

Another argument against delegation 
seems to have been Daimler’s as-yet 
unrevealed ideas about AEG’s future. 
Despite Mr Diirr’s success in cutting 
down on low-profit household goods and 
building up sales of the more lucrative 
professional equipment, AEG still has a 
wide product range. This contrasts 
sharply with Daimler’s traditional habit 
of doing a few things well. Nobody will 
be surprised if Daimler urges AEG to 
concentrate still more on its most prom- 
ising profit areas—though it will have to 
tread carefully. Drastic action could un- 
dermine the corporate confidence bred 
by AEG’s recent recovery. 





prospect given the present state of Ameri- 
ca’s defence business. Over the past few 
weeks, both the House and Senate armed 
services committees have put the damper 
on nine big defence projects, upsetting 
ITT, Lockheed, Martin Marietta and sev- 
eral other leading defence contractors. 
Defence spending increased rapidly in 
President Reagan’s first term, but the 
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True to its tradition of firm manage- 
ment from the centre, Daimler has now 
decided against running itself on federal 
lines. Mr Dürr and the chairmen of 
Dornier and MTU, Mr Johann Schäffler 
and Mr Hans Dinger, are to join Daim- 
ler’s managing board immediately, Al- 
though vehicle operations are likely to 
be re-jigged to separate cars from lorries 
more clearly, the overall authority of the 
board in Stuttgart will be reinforced 
considerably. 

Mr Breitschwerdt and his colleagues 





have run one of Europe’s most successful 
and sharply-focused companies from 
their head office in Stuttgart. Now they 
are going to apply the same hands-on 
approach to what has become an engi- 
neering conglomerate. With the an- 
nouncement this week of a “synergy 
committee” to steer technology to where 
it is needed in the group, Daimler is 
determined to make the whole of the 
company add up to more than the sum of 
its parts. It will become a business-school 
case study if they make it work. 


industry is finding it hard to adjust to his 
second one. As well as complaining about 
the cancellations, defence contractors are 
depressed by the absence of growth in the 
F-16 and F-18 programmes, poor business 
in missiles and tracked vehicles, and a 
drought in shipbuilding orders. Hughes 
Aircraft and Rockwell have recently an- 
nounced layoffs in California involving 
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nearly 10,000 workers. Further layoffs at 
more companies are certain to follow. 

Most American defence contractors 
are predicting something between zero 
and 5% growth in defence spending in 
1987 and 1988, compared with an annual 
15-20% growth in recent years. Industry 
pundits believe that “black boxes” made 
by electronics firms like Sanders will be 
the last to be pruned in the budget—and 
may even escape unscathed. 

All of which makes Sanders an attrac- 
tive acquisition. So are some of the other 
defence electronics firms. No matter who 
eventually gets Sanders, an unwanted 
amount of attention is going to be focused 
on acquisition targets like Watkins-John- 
son, E-Systems, Singer, Loral and a 
horde of smaller high-tech firms making 
nifty black boxes for the Pentagon. 

Acquiring electronics firms should 
make better sense for America’s big de- 
fence contractors than their recent prac- 
tice of using their spare cash to buy back 
their own shares. General Dynamics and 
Litton have been among the most enthu- 
siastic swallowers of their own tails. Many 
Congressmen think this proves that de- 
fence firms have more money than they 
know what to do with. This has caused 
them to look even harder at the defence 
budget. So, until the enthusiasm for bud- 
get cutting fades, buying black-box mak- 
ers looks like the only game in town. 


Travel agents 


Storm clouds 
ahead 


The travel business is heading into stormy 
weather. A row is brewing over the 
International Air Transport Association’s 
plan tg offer bigger commissions (ie, up 
to 15%) to “superagents” who invest 
heavily in automation and marketing and 
so take more of the travel-selling load off 
the airlines themselves. Purists at IATA 
swear they are not trying to split the 
association’s 50,000 agency members 
around the world into two tiers, with a 
bunch of electronic innovators set above 
the majority of “steam-powered” ticket 
shops. But to travel agents worried about 
other, more ominous, changes threaten- 
ing their livelihoods, this looks like anoth- 
er source of buffeting for their business. 
Today, travel agents sell three out of 
four tickets bought by air travellers. But 
this could all be changing. Since airlines 
were deregulated in America eight years 
ago, they have been free to experiment 
with new ways. of selling tickets. Some of 
the marketing innovations spreading to 
cartelised Europe from across the Atlan- 
tic include: 
THE ECONOMIST JULY 5 1986 


@ The arrival of 4utomatic ticketing ma- 
chines at airports, railway stations and 
hotel lobbies. Run a credit card’s magnet- 
ic stripe through a slot, punch in the 
destination, cagrier and departure time, 
and out pops a ticket. American Express 
thinks ticketing machines are terrific. 

@ The entry of other types of seller into 
the travel-booking business—eg, mail or- 
der firms and supermarkets. 

@ Publishers of printed timetables like 
ABC World Airways Guide and the Offi- 
cial Airlines Guide are beginning to offer 
their publications as electronic databases 
available through teletext services (eg, 
British Telecom’s Prestel). This could 
allow them to become air-ticket retailers, 
too. 

@ Software companies plan to market 
programs that permit personal computer 
users to issue their own tickets. Pundits 
expect agreement to be reached within a 
year or two on the kind of authorisation 
codes needed to turn a personal computer 
with a $100 program into a full reserva- 
tion and ticketing system that will work in 
the office or at home. 

@ The most disturbing—and imminent— 
trend of all, however, for European travel 
agents is the way several companies with 
large corporate travel accounts are 
threatening to become ticket-writing 
agencies themselves—clawing back the 
commission that would normally go to the 
travel trade. 

Unlike America, where airlines now 
have to make their reservation systems 
available to anybody (corporate or other- 
wise), travel departments in European 
companies have had difficulty in getting 
their hands on to the computerised book- 
ing and ticketing systems used by travel 
agents. That could all change now Ameri- 
can Airlines, for one, is to offer its Sabre 
terminals to anybody—in a corporate 
travel department as well as in a travel 
agency—who wants to join its reservation 
system. 

For corporate travel departments un- 
able to pay the $1,000 a month or so to 
rent a fully-fledged reservation system, 
cheaper versions are becoming available. 
Travicom—the on-line booking service 
used by travel agents in Britain to tap the 
reservation systems of some 44 airlines 
around the world—is now offering its 
electronic database through British Tele- 
com’s Prestel service. A Prestel adaptor 
that turns a television set into a terminal 
can be bought for a few hundred dollars. 
Meanwhile, Pan Am has started offering 
Panther, its Prestel-based reservation sys- 
tem, to anybody in Britain who happens 
to be a member of the Institute of Travel 
Managers. 

Though they could never manage with- 
out travel agencies, the airlines have 
become worried about being so depen- 
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A plane? A bird? No, superagent 


dent on them. Most see IATA’s idea of a 
tier of superagents—with bigger commis- 
sions and the added selling bonus of being 
able, like an airline, to offer passengers a 
guaranteed seat on an IATA aircraft—as a 
way of broadening their sales base. 

At the back of the airlines’ minds there 
¿s also the hope that, by being able to do 
special deals, they may be able to start 
encouraging brand loyalty among agen- 
cies. That*is something the trade associa- 
tion IATA would find distressing—and 
something the smaller outfits among the 
travel agents are going to squeal loudly 

about when they all meet next week. 


ITT 


Phone company 
without a line 





NEW YORK 


Formerly known as International Tele- 
phone & Telegraph, ITT is pulling out of 
international telecommunications. ITT an- 
nounced this week that it is selling the 
former heart of its business to France’s 
state-owned Compagnie Générale d’E- 
lectricité (CGE), for about $1.8 billion. rT 
executives had informal meetings with 
French government officials visiting New 
York to celebrate the 100th birthday of 
France’s gift to the Manhattan skyline, 
the Statue of Liberty. They clinched the 


deal on July 2nd, but still need to get 


approval from the French government. 
Since he succeeded conglomerate- 

builder Mr Harold Geneen as ITT’s chief 

executive, Mr Rand Araskog has regular- 
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ly explained that his plan was to take the 
firm back to its roots in telecommunica- 
tions. To help do that, Mr Araskog sold 
95 rrr subsidiaries for a total of around $4 
billion. Much of the proceeds was spent 
developing the telecommunications busi- 
ness. But net profits dropped from $667m 
in 1981 to $294m in 1985. With ITT’s new 
range of digital switches selling poorly, it 
became clear that telecoms, too, was 
expendable. 

Under the terms of the deal negotiated 
with the French, CGE would pay $1.8 
billion for 70% of tTt’s European tele- 
coms assets. And CGE takes over $1 
billion of the debt ITT has incurred for 
those subsidiaries—so reducing ITT’s total 
debt to around $2.5 billion. ITT, in turn, 
retains 30% of the business. Mr Araskog 
is to be named chairman of the joint 
venture’s supervisory board. From that 
exalted position he would provide ‘‘stra- 
tegic direction”, and ITT would reap a 
share of the profits—if there were any. 

It may be tricky to make the new joint 
venture pay. Infighting among ITT’s semi- 
autonomous European divisions. ham- 
pered development work on the compa- 
ny’s flagship product: the System 12 
digital switch. ITT is still having problems 
delivering the switch on time, and a 
$200m effort to adapt the switch for the 
American market was abandoned in Feb- 
ruary 1986. 4 

Ignoring pleas to put Europeans expe» 
rienced with System 12 on to the job of 
adapting it for America, ITT turned its 
back on America’s two-fifths of the world 
telecoms equipment market. System 12 
will now sink or swim in Europe. It faces 
stiff competition. A dozen rival systems 
are vying for the European switching 
market. ITT’s development costs for Sys- 
tem 12, more than $1 billion since 1980, 
are at the high end of its competitors’ 
spending range. Outside West Germany 
and Italy, deliveries and profits have not 
come up to scratch. 

With telecoms on the auction block, Mr 


Paris on the line 
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Araskog’s new plan for rrr will focus 
largely on his firms’ American assets. In 
1985, this collection of insurance, hotel, 
and financial firms accounted for about 
one third of rrt’s $901m operating profit. 
Another string to Mr Araskog’s bow 
could be ITT’s chip-making operations. 
Although suffering with the rest of the 


Trade wars 


semiconductor industry from the down- 
turn in chip markets, ITT has gained a 
technological lead in chips that improve 
television pictures while making sets 
cheaper to build. But with cash in the 
bank from the telecoms sale, Mr Araskog 
could also indulge in another traditional 
ITT activity: shopping. 





America turns up the heat on Airbus 


TransAtlantic trade temperatures could 
soar again this summer—this time about 
the manufacture of civil aircraft. A second 
round of informal talks in Geneva between 
American and European trade officials 
has failed to assuage Washington’s claims 
that governments in Europe are cheating 
on state support for Airbus Industrie, the 
four-nation jet airliner consortium. 

Mr Bruce Wilson, America’s assistant 
trade representative, told reporters be- 
fore flying back to Washington that some 
progress had been made “but we have the 
potential for a trade dispute”. American 
officials allege that France, West Germa- 
ny and Britain (Spain, with a less than 5% 
stake, has not been involved in the talks) 
are breaching the General Agreement on 
Tariffs and Trade’s seven-year-old code 
on civil aircraft. That code expressly 
prohibits trade-distorting subsidies and 
unfair inducements for potential purchas- 
ers. Boeing, the Seattle-based airframe 
manufacturer, has lobbied hard for an 
American showdown with Europe on 
Airbus. 

On inducements, all concerned crossed 
their hearts last week and promised not to 


GENEVA 





dangle before customers such tempting 
attractions as airport landing rights, sales 
of military equipment, financial aid and 
favourable votes in key international in- 
stitutions (eg, the World Bank )—all prac- 
tices outlawed by GATT. Officials*agreed 
to set up an “‘early warning” consultation 
system over complaints about bribes. 

But on the key issue of subsidies, the 
Geneva talks ended in stalemate. Ameri- 
ca says state aid for Airbus has been 
worth at least double the $4 billion in 
direct subsidies going through European 
government accounts over the past 15 
years. This, it says, amounts to very 
unfair competition. The Europeans retort 
that Airbus cash, which takes the form of 
repayable loans, is wholly in line with 
GATT rules. Far from distorting trade, the 
Europeans argue, their system ensures 
healthy rivalry for the giant American 
aircraft manufacturers, Boeing and Mc- 
Donnell Douglas, which have 80% of the 
world market between them. The Airbus 
governments also point to the indirect 
support enjoyed by the American indus- 
try from multi-billion dollar military and 
space research and development con- 
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Beyond factory robots 


Computers are penn ae powerful, and so cheap, that they are now 


reshaping the factory. 
sensors and 
forging the facto: 


lied to computer-aided. design, robotic tools, 
telecommunications techniques, they have started 
of the future in America. Here are seven ways in which 


they are already changing traditional habits in manufacturing 


American carmakers who at first gruffly 
dismissed Japanese competitors later 
found themselves referring to Mr Taiichi 
Ohno, Toyota’s vice-president and man- 
ufacturing whiz, as “Mr Oh! No!”. By 
applying the latest production technol- 
ogy, Mr Ohno refined manufacturing 
methods so as to slash waste, make only 
what was needed and change presses in 
nine minutes—where Detroit took six 
hours. 

And that was in the heyday in the late 
1970s of old-fangled automation. It is 
much more perilous to ignore manufac- 
turing technology today. Then, dedicat- 
ed plants with automated production 
lines were designed to make the best use 
of the flow of material. In future, the 
new-fangled high-tech production pro- 
cesses—known ubiquitously in industry 
as CIM, short for computer-integrated 
manufacturing—will make plants in- 
stantly responsive to the requirements of 
the enterprise of which they form part. 

Investment in CM equipment, which 
was $10 billion in 1981, is expected to 
climb to close to $60 billion by 1990 (see 
right hand chart). Behind this ‘soaring 
growth in high-tech automation lies a 
revolution in computer technology. 

Using computers instead of people 
costs 8,000 times less today than in 1950, 
according to a study prepared by Har- 
vard Business School*. Electronic trans- 
actions can be made 80m times faster 
now than then. Errors occur in modern 
computers at a rate of one in 3m, com- 
pared with one in 30 when humans do 
similar calculations. It is this revolution 
in computing power, say the Harvard 
researchers, that is hastening the arrival 
of better manufacturing processes, new 
products, higher quality and improved 
services. Product life cycles, down typi- 
cally to five or six years (half what they 
were a decade ago), will shrink further. 


1981 82 63 84 85 86* 90° 
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A number of companies are keen to 
discover how technology will change 
their organisations ‘and the people who 
work within them. At the Sloan School 
of Management, ten large corporations 
(including Digital Equipment, General 
Motors. and British Petroleum): have put 
up $5m to examine how technology 
might affect managers in the 1990s. The 
companies open their doors to Sloan 
researchers and work with them. They 
also appoint managers to attend work- 
shops:at Sloan. 


Workshops for the workplace 

Such workshops enable professors and 
managers from different companies to 
discuss with each other how they see 
management working in the 1990s. At a 
recent study group, bitter rivals from 
Xerox and Kodak were in the same r6om 
talking about common problems. Al- 
though barely a year old, the work- 


-shopst are beginning to point to some of 


the new-directions in which businesses 
adopting CIM and other computer-aided 
management methods will find them- 
selves heading: 

© Disbursement of production towards 
ever smaller manufacturing units is pro- 
gressing remorselessly. 

© Labour costs are becoming less and 
less important to companies because of 
modern automation. Implication: multi- 
nationals could retreat from low-wage 
countries. 

@ Centralised engineering, with the de- 
signers being brought back to headquar- 
ters, seems to be characteristic of high- 
tech manufacturing. Product blueprints, 
drawn using computer-aided design at 
head office, are likely to be transmitted 
via long-distance telephone lines to com- 
puter-aided manufacturing plants in the 
company’s principal markets. 

© Manufacturing flexibility rises dra- 
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matically as a result of applying the new 
techniques to machine tools. This per- 
mits a wider variety of products to be 
produced without raising costs. It also 
allows CIM plants to break even at 30- 
35% of capacity (compared with 65-709 
for conventional plants). 
@ Plug-in service comes as a bonus 
Faults in products made by compute 
aided design and CIM techniques can 
usually be diagnosed by plugging the 
into a computer. General Motors is plan 
ning to install computerised diagnostics 
in repair centres across America. 
@ Economies of scale eroded by CM in. 
manufacturing will have to be found 
elsewhere. Research and development, 
sales and marketing are thought to be 
likely candidates for concentration. 
@ Industrial boutiques run by small i 
dependent operators with all the latest 
computer-aided design and CIM tech- 
niques are emerging as contractors to 
mainstream corporations, many of whi 
might eventually. be forced to offload 
their own manufacturing units and buy in 
tailor-made products. 











































































































Slow to change 
Despite the obvious benefits, managers 
are still slow to accept ‘computerised 
manufacturing: systems, says Mr James 
Cash of Harvard Business School. Their 
worries remain the same as they were 
eight. years ago—cost, potential misuse, 
reliability, complicated maintenance and 
gecurity. They also fear (needlessly) tha 
computers might stop their employees _ 
thinking. 
Things go wrong, says Mr Cash, when 
managers abdicate control to jargon- 
spouting “information systems special 
ists”. Managers at the New York pub- 
lishing company, McGraw-Hill, learn 
this lesson and wrested control of the 
corporate computers back from the 
specialists. oe 
“aca mw att eA NI AE FREI IT OTN EER 
*“How information gives you competitive 
advantage.” By M. E. Porter and V. 
Millar in “Harvard Business Review”, 
July-August 1985. ; 
“Management in the 1990s Research Pro- 
gramme.” Organisational Reform Work: 
shop, January 1986, Sloan School ol 
Management. 
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There will be no war of Spanish acces- 
sion—or, at least, not this year. After an 
intensive round of negotiations, officials 
of the Reagan administration and the 
European common market have agreed 
to keep negotiating within GATT on their 
ifferences over enlargement of the EEC. 
__ America’s restrictions on European agri- 
cultural produce, due to take effect on 
July 1st, have been cancelled; so have 
the community’s counter-measures. 

The new agreement provides for con- 
tinuing imports from America to Spain 
of farm products, notably maize and 
sorghum. The accession of Spain to the 
EEC—and its acceptance of the principles 
of the common agricultural policy— 
would eventually, according to the ad- 
ministration, deprive American farmers 
of a $600m annual market. The EEC has 
now agreed to monitor imports of farm 
mgd into Spain. Should these fall 

low an average of 234,000 tonnes a 
month—roughly their level before Span- 





t tracts, and their generous tax treatment. 
The American administration decided 
3 last autumn to put Europe’s support for 
_ Airbus on the list of unfair trade practices 
_ to be investigated by President Reagan’s 
Special task force. A main reason is 
Boeing’s concern that Airbus, now seek” 
_ ing $2.5 billion launch aid to enlarge its 
_ range with the A-330 and A-340 long-haul 
_ airliners, has become a more dangerous 
competitor. The top trade official in 
_ Washington, Mr Clayton Yeutter, will 
_ tell the White House before the end of 
_ the summer what it might do about this. 
_ Essentially, the aim is to take the issue 
_up formally in GATT—to negotiate “at a 
higher political level” with individual 
‘governments. But European officials are 
confident that GATT would laugh the 
American complaints out of court. 
Boeing, with over 1,000 airliners in ser- 
vice with European airlines against a 
meagre 56 Airbuses operating in the 
nited States, is making the highest prof- 
_ its in its history and has pulled off some 
acular sales deals this year. 
_ Officials in Geneva are a lot more 
_ worried by the prospect of American 
political arm-twisting, accompanied pos- 
bly by threats of curbs on European 
aircraft exports under Section 301 of the 
American trade act on unfair practices. 
France, West Germany and Britain can 
_be expected to fight tooth and claw to 
preserve an all-too rare example of suc- 
cessful European collaboration, but Eu- 
topean threats of retaliation—eg, block- 
ing Boeing’s sales to national flag 
eee Probably will not work. First, 
there is no alternative to the Boeing 747s 
e858 
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-| Truce, not peace, in the farm war 
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ish entry—they will permit imports into 
the community, at a reduced tariff, of 
enough American produce to make up 
the shortfall. 

This is more a truce than a permanent 
peace treaty. France has not yet ap- 
proved the deal. As higher EEC prices 
boost Spanish farm output, French farm- 
ers stand to lose export sales of fruit and 
vegetables to Spain. They had hoped 
that higher cereal exports would offset 
this. If America keeps its share of 
Spain’s maize market, there will be little 
room to expand French shipments. For 
their part, the Americans are still both- 
ered by the Europeans’ claim that a 
customs union can grant it exceptions 
from certain GATT rules, ` 

American farm trade moved into defi- 
cit last month for the first time in over 20 
years. If, by December, the weaker 
dollar has not started to move trade in 
favour of American produce, then ex- 
pect American negotiators to get tough. 













































which the airlines need for their busy 
intercontinental routes; and, second, Eu- 
ropean aero-engine and component mak- 
ers get healthy revenues from the parts 
they supply to Boeing. 


Russian trade 


Mother Russia’s 
$9 billion headache 


For Russia’s trade with the West, cheaper 
oil is a bigger disaster than Chernobyl. 
Once again, it seems, the Soviet Union is 
paying the price of being a superpower 
with a one-product export economy— 
fuel. 

In the 1980s, more than 60% of Rus- 
sia’s hard-currency earnings from trade 
with the industrial West and Japan has 
come from oil; another 15% came from 
gas. Until recently, the reliance on oil 
seemed fine: OPEC’s price rises in the 
1970s meant that Russia could afford to 
buy more from the West without much 
extra effort. But Russia’s planners can no 
longer count on OPEC. The energy tap has 
turned into the energy trap. 

Even before this year’s slump in prices, 
problems with oil production had led to a 
sharp decline in Soviet hard-currency 
earnings. Exports to OECD countries 
dropped to about $22 billion last year 
from $26 billion in 1984. The fall in the 
world’s oil price is likely to do even more 
damage this year. 

The troubles start at home. The world’s 
biggest oil exporter is no longer flush with 


oil to sell. Planners had been expecting 
Soviet oil output to grow, even though 
this meant extracting more and more of 
the stuff from inhospitable areas of Sibe- 
ria (the more accessible fields in the 
European part of the country are drying 
up). Instead, production fell from a peak 
of 616m tonnes in 1983 to 612m tonnes in 
1984 and 595m tonnes last year. Result: 
total Soviet oil exports dropped by about 
25m tonnes last year against 1984, and 
those to OECD countries were down by at 
least 10m tonnes. 

Russia’s oilmen have been doing better 
this year. Output in the first five months 
was 2% higher than in the same (disas- 
trous) period in 1985. But even if they 
reach this year’s production target of 
616m tonnes—which they probably 
won’t—the days when oil could easily be 
diverted to the West for extra dollars are 
over. Gas is only a partial substitute. 
Production has risen fast, reaching 643 
billion cubic metres in 1985. But gas is a 
less flexible commodity than. oil; and 
western customers want to buy less of it 
than the Russians would like to sell. 

The weakening of the dollar has made 
things worse. Russia gets paid in dollars 
for most of the oil it sells to the West, but 
its imports from the West come mainly 
from Europe—and it has to pay for them 
in stronger European currencies. Over 
the past 12 months, the dollar has lost a 
quarter of its value against the basket of 
European currencies, the ecu. 

But by far the biggest shock for Soviet 
planners has been the fall in the price of 
oil. After remaining steady last year, the 
spot-market price for Soviet crude has 
collapsed (see chart on next page). Since 
December, it has fallen by more than 
half, to $12.60 a barrel. 

According to Mr Jochen Bethkenhagen 
of West Germany’s Institute for Egonom- 
ic Research, a fall of $1 a barrel in the 
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price of oil means a loss of about $500m a 
year in Soviet hard-currency earnings, 
assuming that Russia continues to sell the 
same quantity of oil to the West as it did 
in 1985. So the loss of oil revenue this 
year may amount to some $6 billion-7 
billion. Add to that the loss of buying- 
power caused by the weaker dollar (likely 
to be about $14 billion this year, on the 


German institute’s reckoning) and the. 


loss of gas revenue of perhaps a further $1 
billion (because the price of Soviet gas is 
linked to that of oil), and Russia could 
find itself worse off by as much as $9 
billion in its trade with the West this year 
compared with.1985. 

So Russia will almost certainly have to 
cut hard-currency imports. The foreign 
trade minister, Mr Boris Aristov, has said 
that these imports may have to be re- 
duced by as much as a third—a painful 
blow to Mr Mikhail Gorbachev’s plans to 
modernise the Soviet economy. 

Two things are likely to follow. First, 
Russia will want to step up trade with 
Eastern Europe. Its terms of trade with 
its Comecon partners are beginning to 
look more attractive, since the soft-cur- 


rency price the East Europeans pay for. 


most of their Soviet oil is based on a five- 


‘year moving average of world prices and _ 


so does not yet reflect the recent falls. But 
none of this will be welcome to hard- 
pressed East Europeans. 

Mr Gorbachev may yet turn the second 
consequence to his advantage: Russia will 
at last have to make a serious effort to 
increase its non-oil exports to the West— 
and, in particular, its exports of manufac- 
tured goods. So far, with the exception of 
those cheap-end-of-the-market Ladas 
and. watches, Soviet industry’s attempts 
to compete with the West have been 
feeble, to say the least. 

Against Mr Gorbachev is the disheart- 
ening experience of the East Europeans, 
whose manufacturing industries have 
long been trying, and failing, to increase 
their market shares in the West. And the 
fact that the Soviet effort will start at a 
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time when imports of western technology 
will be limited by a new hard-currency 
constraint, as well as the old problem of 
the West's strategic trade controls. In Mr 
Gorbachev's favour is raw pressure—and 
the knoweldge that he has no other choice 
if he is to turn his country into an 
economic as well as a military 
superpower. 





Bare cupboard 


Can the Russians fill the export gap with 
the West left by fallen oil prices, disap- 
pointing oil output and a softened 
dollar? 

They will certainly try. First they will | 
switch as much of their exports as they 
can from crude oil to refined products 
such as diesel and jet fuel. Limited 
refining capacity will be a problem here. 

The Russians might also try boosting 
their hard-currency exports to develop- 
ing countries, where they usually sell 
about half as much as they do to the 
OECD area. 

This also looks unpromising-not 
least because some of the Soviet Union’s 
best third-world customers are also oil 
exporters with less money to spend be- 
cause of falling prices. According to 
PlanEcon, a Washington-based research 
group, Russian exports to developing 
countries fell by 14% last year, with arms 
exports down by about 25%. 

Might Russia borrow more, or sell 
more gold? It has already been doing 
quite a bit of both. Mr Jan Vanous of 
PianEcon reckons-that Soviet gold sales 
doubled to some $2 billion last year and 
have been running at an annual rate of 
about $2} billion-3 billion this year, while 
net Soviet borrowing from commercial 
banks increased by $4.3 billion in 1985. 
But too much selling of gold would 
depress the metal’s price and the Rus- 
sians are customarily cautious 
borrowers. . 4 

Unless political relations with the 
West become suddenly brighter, they 
will not want to borrow much more. 
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a WORLD BUSINE 
Computer software _ 
From Detroit to 
Wall Street 


Hands still dirty with the work of aut 
mating General Motors’s car plants, sy: 
tems-builder EDS is turning its attention 
the white-collar world of stockbrokin 
This week it bought software for autom 
ing securities trading from Morgan Stan 
ley, a New York investment bank. 
As deregulation and international 
petition cut into financial firms’ margins 
they have become even more depend 
on productivity-boosting technology th 
manufacturers struggling to fight ba 
against the Japanese. Morgan Stanl 
TAPS system automates the paperwork. 
securities trading. It also provides 
information managers need to get t 
most out of their money: like calculati 
how much cash the firm must keep on < 
to cover its margin requirements, a 
how much can be invested in the mor 
Certainly, EDS looks well placed 
bring TAPS to market. It has alread 
developed a range of banking sys 
which could be combined with TAPS 
automate a financial supermark 
Should its clients lack the hardware 
@ake advantage of these programs, E! 
can also offer clients use of its own se 
of computers and communicatic 
equipment. 
For all its advantages, EDS has two 
jobs to do to win over the men it 
markets. The first is to make TAPS. 
international. Although the parts.o 
system which manage trading in bo 
and other fixed-income securities co 
easily be transplanted overseas, the 
ties-trading software now works on 
the American market. But most s! 
brokers in the United States have alreat 
automated equities trading. Most of EL 
brightest sales prospects lie over: 
particularly in London’s soon-to-b 
regulated financial market. Program 
are already adapting the software, b 
job could take some time. 
, To automate financial trading p 
ably, EDS is also changing the way 1 
business. The firm usually insists 0 
ing complete charge of customers’ 
processing. It even hires away a qi 
data processing staff. Financial ir 
tions will be offered the alternati 
looser ties:-with EDS. Automation lies 
close to the heart of their businesse 
hand over to another firm. Even Mor, 
‘Stanley did not let EDS get close t 
most important computer systems: 
programs that scan the markets for pr 
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RCA Corporation 


has been acquired by 


The undersigned acted as financial advisor to 
`- == RCA Corporation. 


June 12, 1986 
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Capital ideas for southern 


Europeans 


France, Italy and Spain are realising that 
their financial-market calves will never be 
world-money bulls unless they can bury 
the old warning: “Don’t put money in 
France (or Italy, or Spain); you cannot 
get it out.” How far and fast to freer 
capital movements are these three coun- 
tries now ready to go? 

France and Italy have long sinned 
against the EEC’s free-movement-of-capi- 
tal rules. Newcomer Spain seemed a 


potential big offender. All three have . 


hitherto felt they had to cover themselves 
against capital-flight to the stronger-cur- 
rency countries of the Deutschemark 
zone. 

Attitudes are changing. Converging in- 
flation rates and the success of the Euro- 
pean monetary system make freer curren- 
cy rules look less risky. The bourses of 
Paris, Milan and Madrid are eager to be 
promoted. Outside pressure for change 
comes from West Germany and from the 
European Commission. 

Finance-Ministry officials in France say 
that “80-90% of our controls have now 
gone.” There are now few controls 
against trade and tourism. The minister, 
Mr Edouard Balladur, says that the re- 
maining 10-20%—chiefly financial con- 
trols—will go by the end of this year. The 
new conservative government is just 
speeding up the liberalisation that its 
Socialist predecessor started in 1983. 

Direct investment in and out of France 
is virtually deregulated. Portfolio invest- 
ment abroad has become easier. On May 
15th, Mr Balladur announced the elimi- 
nation of the dévises-titres system. This 
obliged French buyers of foreign invest- 
ments to purchase currency at a premium. 
The most irksome remaining control is a 
tule forbidding French residents from 
lending to foreigners for financial transac- 
tions. This stops French residents lending 
francs in Eurocurrency markets, where 
demand to sell soon-to-be-cheaper francs 
forward soars whenever a franc devalua- 
tion looms. 

Will Mr Balladur really drop this last 
but often ineffective, defence against runs 
on the franc? If he does, French Euro- 
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bond and French domestic bond rates 
should equalise, leaving the French trea- 
sury less able to rig the market for 
French-government paper. Interest rates, 
not rationing, will at last have to become 
the main tool of French monetary policy. 
But if inflation picks up this autumn, or 
the franc takes a sickly turn against the 
Deutschemark, it is always possible that 
Mr Balladur might change his mind. 

Italy’s lower house approved a new law 
in June to relax Italy’s currency restric- 
tions. At the moment, every type of 
foreign-exchange deal is forbidden unless 
expressly authorised. The new bill turns 
this idea on its head. Once in force, after 
Senate approval, the law would oblige 
Italy’s monetary authorities to spell out 
what they mean to disallow. The bill 
would also raise from 5m lire ($3,350) to 
100m lire the amount of currency resi- 
dents have to smuggle out of Italy before 
facing the risk of jail. 

Exchange restrictions on businesses are 
being eased both by ministerial decree 
and by the Bank of Italy. Italian invest- 
ment funds can invest up to 10% of their 
assets abroad. Buyers of foreign non- 
industrial investments have to make a 
25% deposit with the Bank of Italy. This 
was lowered in October 1985, from 50%. 
Exporters no longer have to finance ex- 
port credits in foreign exchange. 

Italy is still far from satisfying the EEC. 
Even at the Bank of Italy, people think it 
will be years before Italians can have 
foreign bank accounts or invest freely 
abroad. Yet most of the old reasons for 
rigging Italy’s currency markets are gone, 
and an influential lobby wants controls 
lifted. Industrialists complain about the 
details of the legislation: they want cur- 
rency offences decriminalised and they 
fear that new regulations will be piled on 
the old. But they welcome the spirit of the 
new bill. Perhaps Italy will surprise itself, 
and unshackle its exchanges more quickly 
than the pessimists think. 

Before the general election on June 
22nd, Spain’s economic authorities were 
considering relaxing exchange controls on 
the purchase of foreign bonds and shares 





by Spaniards. But liberalisation was put 
off because the Ministry of Finance and 
the Bank of Spain, which backed it, and 
the Ministry of Trade, which opposed it, 
could not agree. 

The terms of Spain's EEC entry agree- 
ment oblige Spain to liberalise capital 
movements by the end of 1988. Spanish 
banks, which still have too many branches — 
and too many clerks who treat customers 
as supplicants, are no keener on accepting — 
more competitors than is the next bank. — 
They particularly hate the idea of foreign- _ 
ers offering mortgages to Spaniards, as 
they will in theory be able to do under © 
EEC rules, But Spanish industry stands to 
benefit as increased competition cuts the 
costs, margins and interest rates of their 
bankers. British merchant banks have — 
already made soundings about managing 
Spanish portfolio investments abroad be- 
fore the end of this year. % 


Individual Spaniards are allowed to — 


buy bonds in foreign currencies only 
when these are issued by Spanish compa- 
nies and institutions (for example, King- 
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lom of Spain bonds in dollars or yen) or 
re issued by international organisations 
o which Spain belongs (World Bank 
onds in dollars. or yen). Banks, compa- 
ies and insurance companies can buy 
imited amounts of other foreign assets. 

A main argument for relaxing controls 
s similar to that in France and Italy: there 
; no-longer much cause to fear the sort of 
apital flight that prompted a stiffening of 
anish controls in. 1979. Spain had a $3 
ion surplus inthe current account of its 
balance of payments. last year. This is 
ected to rise to. $4 billion-5. billion in 
986,. thanks: to. cheaper. oil imports. 
iere is even some fear that the peseta 
1ight be pushed up undesirably. Foreign- 








Manipulating capital flows is the way in 
which the Japanese most like to influ- 
ence the value of the yen. Their ability to 
do so has in recent years been much 
reduced by four things: the end of Ja- 
pan’s exchange controls in 1980; in- 
-ereased speculation; the weakening of 
- bureaucratic guidance over inward and 
_ outward investment; and the swampifig 
of trade+related foreign-exchange trans- 
actions. by flows directed: at portfolio 
investment. Nonetheless, the Finance 
Ministry still retains some power to 
move the currency markets. And it is 
again trying to wield it. : 

A big contributor to the weakness of 
< the yen against the dollar in 1983-85 was 
-the large and growing outflow of capital 
from Japan. Japanese monthly net pur- 
chases of foreign bonds reached $8.5 
‘billion in July 1985. Soon afterwards the 
Finance Ministry called in Japanese fi- 
nancial bigwigs to ask them to restrain 
their foreign investments, and it very 
‘publicly shelved plans to ease remaining 
_ controls on outflows. This.was seen as a 
- useful adjunct to the five-country agree- 
ment in New York in September that 
< began the dollar’s sharp decline. 
Statistics on Japanese overseas invest- 
_ ment suggest that investors ignored the 
bureaucrats’ request. Net purchases of 
‘oreign bonds by Japanese residents con- 

















the dollar. About 60% of the bonds were 
still in America and another 20% in 
“dollar bonds in Europe. 

But the figures conceal a significant 
change in Japanese investment. Whereas 
dn 1984 almost all was. financed in yen 
¿(and so involved an exchange deal) and 
only 15% was hedged against currency 
tisk, by early 1986 at least 60% was being 








After a brief respite for Japanese industry, the yen has 
climb aginst the dollar. its rise has been restrained recent 
the shape of Japan’s investments in foreign bonds. if 

Ministry has its way, capital outflows will continue to slow the yen’s rise 


„tinued to run at $5 billion-8 billion a 
-month during the yen’s 48% rise against 


ers accounted for 14% of the investment 
on Madrid’s bourse in January-May. In a 
thin market, this fuels price rises. Spain's. 
authorities hope investment outlets 
abroad will cool this overheating. 


British clearing banks 
Kangaroo punch 


Westpac—the outwardly-mobile Austra- 
lian bank that bought Johnson Matthey 
Bankers’ bullion operations—seems. to 
have upstaged big British clearers trying 
to build up their securities operations 
around the world before London’s “Big 


Japanese capital changes pace | 


again begun to 
y a change in 
japan’s Finance 


financed from dollar debt-or cash flow 
and much of the rest- was hedged. Japa- 
nese investors traded bonds more active- 
ly than ever before... : 

In recent: weeks, that has begun to 
swing back. Japanese net purchases of 
foreign bonds were $11 billion in April (a 
record) and $8.4 billion in May. Net 
purchases of foreign equities were a 
record in May but still: tiny—$590m— 
compared-with bonds. Japanese brokers 
think more than 60% of foreign invest- 
ment in these months was being financed 
in yen. Why the switch back to yen? 
First, because many investors think the 
yen will not rise much further against the 
dollar, so the exchange risk of foreign 
investment is small while dollar bonds 
bought with yen look’ cheap: Second, 
because the pause in America’s bond 
market has reduced the chances of capi- 
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Yen against dollar 
Inverted scale 











Bang” deregulation in October. Westpac 


- top Japanese life insurance firms had to 


is expected to announce that it will buy 
William E. Pollock, an American primary 
dealer in government bonds known for its 
direct and profitable links with retail 
customers, for over $100m. New York 
sources say that Pollock had also been 
talking recently to a West German bank, 
and at least one British clearer. 

Britain’s Midland has a small primary 
dealer already, rescued from the debris of 
its former subsidiary Crocker National. 
Lloyds has applied for primary-dealer 
status itself but has no plans at the 
moment time to buy, National Westmin- 
ster says it will stick to secondary trading 
for now. Barclays is keen on the market 





tal gains that made dollar-financed in- 
vestment profitable. Ye es 

Many currency dealers in Tokyo think 
this reappraisal of overseas investment 
helped steady the yen at between Y165 
and. Y170-to the dollar in June. The 
Finance Ministry is trying «further. to 
steady it by releasing controls on finan- 
cial institutions’ investment overseas. In 
March, it allowed life insurance firms to 
invest 25% of their assets overseas in- 
stead of 10% as before, although it 
redefined overseas to include foreign 
issues by Japanese firms: With those 
included, most life insurers ‘already had 
about 15-18% of their assets overseas. 

Its latest move has been to tell trust 
banks that, probably from August Ist, 
they can invest more than the present 
limit of 1% of the assets of loan trusts, a 
type of deposit account, in foreign secu- 
rities. No new limit has been mentioned, 
but if foreign investment rose to, say, 
3% that would release Y660 billion to 
buy foreign bonds and equities. 

Next in line to be prodded ovetseas 
may be Norin Chukin, the farmers’ 
bank. It wants foreign securities to make 
up 20-30% of its Y9.7 trillion portfolio. 
but until recently had its arm twisted by 
the Finance Ministry to keep that to 
around 5%. Then there is the Postal 
Bank’s life insurance and pension fund, 
the Kanpo. It is allowed to‘invest up to 
10% of its Y28 trillion of assets overseas 
but has invested less than 3%. 

These arrangements. for still larger. 
outflows of Japanese capital. will not, by 
themselves, be enough to keep the yen 
weak. And they can be risky: the seven 

























































write off Y600 billion in exchange losses 
on foreign investments for the year to 
March 31 1986. But every time bad trade 
figures, rumours. of interest rate cuts or 
depressing economic statistics in Ameri- 
ca push the dollar down, Japan’s Finance 
Ministry will be: tempted to open its 
sluices a little wider. 
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Bank Corporation: The professional interface. 





1e made. 





Lots of people think electronic banking 
means home banking. For us, 
electronic banking begins at home, too. 
We started by computerizing in-house, 
and we're at home all over the world. 

At the corporate level, electronic 
delivery of services brings you one 
step closer to managing your time and 
money exactly the way you want. 

With Swiss precision, you might say. 
And worldwide. 

Once you realize how fast the world 

is moving, you can really make yourself 
at home. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, São Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. 


Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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imitating nature, our new electric generating 

plant draws its strength from the sun. 

Just as sunflower blossoms turn to follow 

-she daily path of the sun across the sky, our 
“dish” of curved glass mirrors is 

~»rogrammed to tilt and turn to the ideal 

-~eflective angle for every minute of the day. 

e mirrors focus the sun’s rays on the 

surface of a stirling engine, heating closed 
chambers of gas to drive its cylinders and an 
attached electric generator. This unusual 
ngine, invented a century ago, is only now 
veing linked to the power of the sun and put 
“o use. 

Each dish/stirling generating plant can 
oroduce up to 25 kilowatts of electricity. 
“hese plants can be gathered in fields ~, 
capable of generating up to 50,000 kilowatts, 

“sonverting the energy of the sun to electricity 
at efficiencies up to 28%. The modular design 
and independent operation of the system 


ional needs i increase. 


For more informatior 


Solar Power, McDonnell Douglas, Box 14526, 
St. Louis, MO 63178 , 
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Total Sharhids Loan Pre-tax Merchant Pre-tax 
Funds on Profit Bank Profit 
£bn £bn £m £m 
725 3.0 27 804 » County Bank n 
65.2 3.3 21 854 Barclays 1 
Bank 
58.1 2.1 1.9 351 SamuelMontagu 54° 
438 23 1.6 561 Lloyds na 
Merchant Bank 
“aftor tax 
but will not yet show its hand. seems less of a constraint than how to use 


British firms are not alone in judging 
access to American treasury bonds an 
essential ingredient to international suc- 
cess in securities. No matter that the $100 
billion-a-day market looks as though it 
has peaked just now; some 16 financial 
institutiors—including Japan’s big four 
securities firms—have applied to join the 
35 existing primary dealers, pledging 
themselves to maintain a level of trading 

hich looks likely to depress profit all 
sound. 

For Britain’s clearers there are just four 
months to go before fixed minimum com- 
missions and the mandatory barrier be- 
tween broking and market-making are 
formally dismantled. With nothing then 
to keep them out of the securities mar- 
kets, the question of which foreign mar- 
kets to enter, and how, is one of several 
choices coming sharply into focus. 

All the clearers intend to be primary 
market-makers in British-government 
bonds (gilts). Barclays de Zoete Wedd 
(Barclays’ investment-banking arm) be- 
gins with the plus of having one of the old 
market's two main gilt-edged jobbers. 
But Midland Bank’s securities subsidiary, 
Montagu Greenwell Investment Bank 
(which also has special expertise in gilts), 
announced on July 1st that it plans to set 
up a separately-capitalised money-market 
"nit, too, dealing in short- as well as long- 

ated gilts. It hopes, in time, that this will 
ve recognised as a discount house and 
deal with the Bank of England on special 
terms. Lloyds may move in the same 
direction. 

Drawing dividing lines between the 
parent bank and securities subsidiary is 
tricky. Most of the clearers’ burgeoning 
investment banks agree it would be most 
efficient to centralise a whole group’s 
treasury activities in its capital-markets 
subsidiary. Several American banks, in- 
cluding Citicorp and Bankers Trust, have 
recently done just that. But only one 
British bank has (partly) swung it: Monta- 
gu Greenwell. And not by accident. One 
of Montagu Greenwell’s two joint manag- 
ing directors, Mr Ernst Brutsche, worked 
at Citicorp before heading Midland 
Bank’s own treasury operations. His co- 
director, Mr Robert Logan, is another 
Citicorp alumnus. 

Capital for the new securities offshoots 
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it. NatWest is committing £311m, Mid- 
land around £300m, Barclays about 
£235m and Lloyds some £135m. Of them 
all, Midland appears to be committing the 
biggest proportion of its own sharehold- 
ers’ funds (see table), Barclays to be 
shooting for the highest return. More is 
likely to be available if things go well. 
Will they? That depends, partly, on what 
capital ratios the regulators will require 
for different bits of these diversified 
groups and how they will consolidate 
them with the banking parent’s. Papers 
from a raft of regulators will either clear 
or stir things up within weeks. 


American bond market 
Ouch! 


Wall Street’s finest have lost their shirts in 
the government-bond market, and have 
mainly the Japanese to blame. An often- 
used trading strategy has backfired on the 
likes of Goldman Sachs, which reportedly 





As expected, the margin of Woolworth 
Holdings’ victory in seeing off a £1.9 
billion ($2.9 billion) takeover bid from 
Dixons was more comfortable than the 
fight had been. By the offer’s closing 
time of Ipm on July 2nd, Mr Stanley 
Kalms’s high-street electrical group had 
secured only 35.6% of Woolworth’s eq- 
uity. But the outcome was in the balance 
till the very last. 

Dixons has now retired from the field 
nursing a bill for the £12m it says its bid 
cost (excluding the cost of buying a 3-4% 
stake in Woolworth). It had to wage an 
unusual fight. From the start, only about 
5% of Woolworth’s equity was in the 
hands of private individuals. Institution- 
al investors dominated Woolworth’s 
share register, and five of them held 
nearly 40% of the equity between them. 

The institutions proved dutifully loyal 
to the existing management at Wool- 
worth, led by Mr Geoffrey Mulcahy who 
was involved in the original institutional 
consortium that bought out British 
Woolworth from its American parent in 






Woolworth wins another chance 


lost some $50m. Salomon Brothers is 


believed to have lost $70m-80m, and the 


market as a whole is thought to have had 
some $250-300m wiped off its profit-and- 
loss accounts in a few weeks. 

Bond houses usually protect their long 
positions in the most recent treasury 
offering by going short on the previous 
one. That is supposed to protect the firm 
against big losses, as prices on the new 
and old issues normally move in a predict- — 
able pattern. Treasuries are also used—in 
the absence of better alternatives—to 
hedge Eurobonds, other corporate bonds 
and municipals. 

Several weeks ago it all went haywire. 
Goldman Sachs, for instance, shorted 30- 
year treasury bonds issued in February 
with a 9}% coupon to protect the 74% 30- 
year bonds they bought in May. They 
were then forced to cover their contracts 
at higher prices. Japanese financial insti- 
tutions had, not by coincidence, been 
unusually large buyers of the 94% issue, 
pushing up -the price and taking large 
wodges out of trading altogether. 

Things went from bad to worse. The — 
old issue (which now sells to yield 7.60%) 
was slightly more attractive than the new 
one, now trading at par to yield 7.25%. 
And traders lost money on some other — 
deals. Goldman Sachs, for instance, on — 
badly-hedged Eurobonds and other cor- 
porate bonds (though it says it has now 
eared all this back). Government-bond 
houses are now sadder, wiser and poorer. 
The moral? There are no perfect hedges — 


in the bond market, especially when the | 


Japanese are putting on the squeeze. 






























1983. Such loyalty is rare enough these 
days, but it is a tribute, too, to a spirited 
defence waged by Mr Mulcahy in con- 
vincing the institutions that the promise 
of the Focus recovery plan he has started 
A an than a blind date with Mr 

for all his flair. Mr Mulcahy was 
also helped by Mr Kalms’s (in the event) 
too-finely priced bid; and by institutions’ 
worries about the way the weightings of 
the retail part of their share portfolios 
would be skewed. Having got the benefit 
of the doubt, Mr Mulcahy now owes the 
institutions a favour. 


All these Securities having been sold May 1986 
this announcement appears as a matter of record only. 
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These high yielding investment instruments 
were created to individual investors requirements by: 


CITICORP INVESTMENT BANK LIMITED 


for details contact: 


_ Stephen Partridge-Hicks Piers Hartland-Swann 
01-438 1193 01-438 1715 








B Creey 





7 SST ag, as os = 
i a ree ¥ Tat ys Ca acd wake’ a 


INVESTMENT BANKS 


i I clean liate 
Managing greed and risk on 


Wall Street 


How should Wall Street's fast growi 
banks manage themselves? Few on 
best to run tomorrow’s business, so 
making today’s profit. But so explosive has been the growth of the 


business, they need to now 


‘all Street manages itself by the seat of 
„€ pants. In investment banking, to be a 
“manager” is to be held in contempt. The 
top men in Wall Street firms like to call 
themselves “producer managers”—the 
guys who rose to the top because they did 
the most deals and wrote the most busi- 
ness. Such individuals are not necessarily 
gifted in the art of managing men. 

This entrepreneurial, individualistic 
tradition in investment banks suits small 
flexible organisations. In Wall Street, 
however, it is fast becoming unsustain- 
able. In the past few years, the number of 
employees at each of the top investment 
banks has surged from a few hundred to 
4,000 and more—many more in the case 
of Merrill Lynch and Drexel Burnham 
Lambert which have retail brokerage 
networks. . 

This trend will continue as the industry 
becomes increasingly concentrated on the 
top six houses. America’s investment 

inks operate a virtual oligopoly. In the 
uist quarter of 1986, Drexel Burnham, 
First Boston, Goldman Sachs, Merrill 
Lynch, Morgan Stanley and Salomon 
Brothers, had an 87.5% share of the 
primary-debt market. The same concen- 
tration exists in other areas of the busi- 
ness, be it corporate finance, swaps or 
government securities. 

Five of these so-called “‘special-brack- 
et” firms have prospered because of their 
lack of bureaucracy and professional 
management. The investment banker's 
traditional skills, like those of London’s 
merchant bankers, have always been flex- 
ibility and creativity: the ability to turn on 
a dime while turning a dime. 

The odd man out is Merrill Lynch, a 
hybrid that combines investment banking 
with retail broking carried out by an army 
in America of 11,000 salesmen. A colos- 
sus, Merrill Lynch suffers in today’s capi- 
tal markets because of its lack of focus. 


THE ECONOMIST JULY 5 1986 


concentrated have minds been on 





ment banks carry on as they are, they risk 
losing their way as a management style of 
creative anarchy, successful so far, grows 
more dangerous with size. Yet if they try 
to bring in conventional management 
controls and even—horror of horrors— _ 
professional managers, they risk tamper- 
ing with the very basis of their success: 
the constant internal fluidity that has let 
them respond quickly to changes in the 
marketplace. 


NEW YORK 


and fast changing investment 
all Street have had to think how 


The firm seeks to build a presence in 
every market. That is not good in a 
business where the key to success is 
integration and co-ordination among the 
various specialists—researchers, sales- 
men and traders. One result is Merrill's 
10% return on equity in 1985 compared 
with, say, Morgan Stanley's 34%. 
However, sheer growth—in terms of 
numbers of people, capital, and assets 
(see chart page 71).—means that invest- 
ment banks are fast approaching the 
critical point at which bureaucratic habits 
become inevitable to prevent outright 


chaos. It is simply not possible to run a _ 
firm of 5,000 the same way as a firm ofa 
few hundred. But that is what Salomon, _ 
Drexel, Goldman and the others on Wall 
Street are still trying to do. 


able to ignore this problem for one reason — 
only—business is booming. Wall Street 
has not seen so much populas attention 
since the late 1920s. Star performers are 
lionised, seven-figure salaries and bonus- 
es are commonplace and—the classic sign _ 
of an industry that is peaking—Harvard 
Business School graduates are rushing to 
joig it (page 72). 


nomenon in a notoriously cyclical indus- 
try. The more prudent souls at the top of — 
these institutions should be pondering the — 
broader management issue. This can be 
divided into two—the management of — 
people and the management of risk — 





























































The result is Catch 22. If the invest- — 


So far, the investment banks have been 


This frothy activity is a temporary phe- 4 


(which, in investment banks, means the 
management of their capital against their — 
exposure in securities). a 
Investment banks’ management of peo- 
ple has become topical because of recent 
insider trading cases, most notably 
against 33-year-old Mr Dennis Levine, 
most recently of Drexel Burnham, who 
has pleaded guilty to accumulating 
$12.6m by trading on insider information. 
This case and others—including one — 
brought against a second employee of the | 
unfortunate Drexel—has raised concern 
over declining ethical standards. a 
The reaction of the Wall Street houses 
has been predictable in its moral stringen- 
cy, not all of which is self-serving hum- — 
bug. Many bosses on Wall Street seem 
genuinely shocked by Mr Levine's ac- 
tions. One Goldman Sachs executive ex- 
pressed the opinion quite seriously to this — 
correspondent that Mr Levine should be — 
shot. The reaction is so extreme not only 
because the good name of the industry is 
at stake, There is also a broader dimen- 
sion. In American culture, capitalism is 










Levine managed to upset both these cher- 
shed absolutes. 
Because it is the most embarrassed, 
Drexel has reacted the most aggressively, 
sensibly realising that the best form of 
lefence is attack (see opposite). Its chair- 
oman Mr Robert Linton, speaks of wider 
use of lie detectors and more employment 
f detective agencies to check the back- 
ground and lifestyle of newcomers to the 
irm. Such “1984” tactics would seem to 
remove an employer's traditional respon- 
ibility, namely judgment of character. 
Drexel and those other investment 
yanks which competed to pay Mr Levine 
m.a year try to have it both ways. He 
as.in demand precisely because he was 
known to receive tips through his contacts 
ith arbitrageurs. By its very definition, 
formation is only useful if others in the 
arket do not have it. Nobody can define 
he exact bounds of insider trading any- 
jay: Nor. should institutions which en- 
gurage people to fine tune their greed 
rough the development of specific skills 
so shocked when that greed degener- 
tes into the pathological. 
Managing greedy people is, in fact, a 
ig challenge for the investment banks, 
and a much broader one than the ques- 
on of catching abuse. In turbulent, mo- 
bile Wail Street, holding on to the best 
ople is a top priority of bosses. It 
comes even more crucial when invest- 
ient banks go public. 
_ The: need to raise capital to underpin 
rms’ burgeoning trading operations has 
en so great that only two of the special 
racket investment banks—-Goldman and 
rexel—remain privately owned. They 
will cling to this status as-long as they can 
fford to. Staying private: preserves mys- 
tique, a vital part of any investment 
ank’s allure. It allows freedom from 
rly reporting, the bane of long- 
strategic planning. And, as impor- 
ant, it offers employees the lure of a 
artnership. When. a firm goes public, 
hat ultimate incentive to loyalty is lost, 
hough publicly-owned firms try to over- 
ome: this by offering their employees 



























































Size generates another disincentive to 
yalty. The. bigger a company is, the 
aller the percentage of its staff who will 
come. partners or shareholders. Yet 
estment bankers tend to be high fliers 
ho see themselves as potential partners 
quity-holders in the. business. Given 
' kind of downturn, and a. fallin 
nuses if not also salaries, today’s fren- 
ied pursuit of profit is likely to:turn into 
morrow’s cat fight. : 

Historically, Goldman is reckoned. to 
Wall Street’s best managed. firm and, 
nséquently, the one with the most loyal 
employees. Its recruits have to subordi- 


good and breaking the law is bad. Mr 









. Drexel Burnham Lambert Incorporated 










MEMO TO ALL EMPLOYEES 





FROM: FRED JOSEPH 






honor. 


have observed the standards: and rules of 
that are exceptional. To squander these 










vigilance and efforts. 












accused of any wrongdoing: 





serving our clients ‘Fequirements. 


nate themselves to a. defined corporate 
culture—Goldman even prints alist of, in 
the phrase of.one partner, “corny” busi- 
ness principles—which stresses teamwork 
at the expense of individual ego. 
Goldman likes to compare itself with 
Japanese companies. It seeks to hire 
recruits from college for life and claims to 
have. the lowest staff turnover on Wall 
Street—some 2-3% a year. It freely ad- 
mits that all of its employees could proba- 
bly command a higher salary in another 
Wall Street -house—it is unlikely that 
anybody at Goldman has a basic salary of 


‘$1m. They do not leave because of the 


lure of a partnership. The highest fliers 
became partners by their mid-30s. 

Goldman is right to. be proud of this 
record for loyalty: in an industry whose 
younger generation is growing increasing- 
ly mobile (witness Mr Levine himself who 
moved three times in seven years). But 
even at Goldman the changing business 
and need to recruit experienced hands in 
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During the past few weeks, several lawyers and Wall Street. professionals, 
including three former Drexel Burnham professionals, have been accused, 
in separate incidents, of breaking the law or violating the standards of 
integrity in the conduct of ‘a business traditionally based on trust and 
For some reason these people placed in jeopardy -~ and may have 
destroyed ~ their reputations; careers and personal financial condition. 
Today, they face possible jail sentences. 


Because the iategréty, and the. perceived integrity, of our markets and our 
firm is the jugular vein our business, we have never and must never 
tolerate any violations of the law or of the firm's and industry's rules. 
Indeed, even activities that are simply too close to the line and fail our 
“smell” test must be rejected as unacceptable. 
our historic attitude and it served us well. 
For example, over the past year, we have utilizes 
independent outside counsel and other special investigative consultants 
to help us strengthen our operating procedures and security measures. 

We are pursuing this vigorously and, while this intensification. may be 
inconvenient, we know you will understand and cooperate. 
will be a very serious priority for our senior management team. 
contact any senior officer if you have any information, thoughts, or 
suggestions, which you think might be helpful. 


We can ali take some.comfort.from the fact that our firm has not been 
We have been the fastest growing and among 
the most successful firms insthe history of our business by working 
hard-and performing effectively for our clients. 
each’ of ‘us to rededicate ourselves to those values on which we ‘ve built 
Drexel Burnhan: and concentrate all of our energies and resources on 



























Those of us in our. firm, :who 
the business, have opportunities 
opportunities is incredibly foolish. 














This has beer, of course, 
Now, we will tedouble our 
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new product areas, not to mention the 
active hiring going on in the two “burstin 
shells” of London and Tokyo, must: mean 
an inevitable dilution of the culture. 

A different management style can also 
succeed on Wall Street. Take Salomon 
Brothers. As Wall Street’s most success- 
ful. bond trader, it has prospered in a 
debt-craving age. Salomon’s. culture: is. 
less one of teamwork than of raw meritoc- 
racy. A myth has grown-up that Salomon 
thrives on an adversarial approach to 
management. This is too simplistic. Many 
successful Salomon employees may be 
hard-nosed, blinkered in outlook and. 
short on small talk. But to- suggest that 
the firm has done'so well by employees 
hurling abuse at- each other betrays a 
failure to understand what makes people 
perform. Salomon’s chairman, Mr John 
Gutfreund; says that he finds it insulting 
for people to think him so unintelligent as 
to practise: such a management. style. 
“How would wé- do as: well as-we have: 










done if we were putting each other down 
all the time?” he asks. 

One sign of Salomon’s success at han- 
dling people is that only 15 managing 
directors out of the current 100 have left 
or retired from the firm since it went 
public by selling out to commodity trader 
Phibro in 1981. (Indeed, prospering Salo- 
mon now runs the demoralised Phibro.) 
As Salomon partners each made millions 
on that deal, their motive for staying on is 
not just to make even more money. They 
must also enjoy working for Salomon, a 
view shared by Mr Gutfreund, himself a 
career employee and career trader who is 
happiest sitting at his desk on the compa- 
ny’s trading floor. He is well rewarded for 
it—his pay packet weighed in at $3.1m 
last year. 

Throughout Wall Street, senior man- 
agement’s worry is whether the younger 
seneration now being lured into the busi- 

ss by the mega-salaries on offer will 
suOw similar loyalty and esprit de corps. It 
is unlikely that it will: quantity may not 
breed quality. There is another danger. 
As the number of investment bankers 
grows and more top jobs are occupied by 
highly-paid brash young men and women, 
there are increasingly few people at these 
institutions who can recall that there are 
bear as well as bull markets. 

This would be less important if invest- 
ment bankers still relied primarily on fee 
income to pay their salaries. That is no 
longer the case. Trading is now the key 
contributor to earnings at most firms, and 
trading by its demanding nature (12 hours 
a day in front of a screen with not even a 
lunch break) is a youngster’s business. 
This raises the other management issue— 
managing risk. 


Responsible risk 
T-ading is inherently risky. Everyday in- 
stment banks bet huge sums. The big- 
gest risk-taker of them all is Salomon. It 
currently holds “assets”, which in invest- 
ment banking means paper securities 
bought with borrowed money, of up to 
$80 billion on a capital base which at the 
end of 1985 was $2.3 billion. The trick 
that has made Salomon the best bond 
trader in the business is to take a small 
spread on every deal and to keep the flow 
of paper moving. 

Investment bankers appear confident 
that they do an adequate job managing 
risk from trading. But they find it hard to 
explain exactly how they do it. Managing 
risk, they argue correctly, is their exper- 
tise and is what their business is all about. 
It is what separates them from commer- 
cial bankers, who tend to be more risk- 
averse though some commercial banks— 
most notably Bankers Trust—are now 
trying to graft on an investment-banking 
culture of risk-taking. 
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Bulging: Wall Street’s six big investment banks 
1985: c 
0 


Number of employees, '000 
0 5 


Merrill 
Lynch 


Drexel 
Burnham 
Lambert 


Goldman 
Sachs 


Salomon 
Brothers O 1975 
© 1980 


Morgan ® 1985 


Stanley 


First 
Boston 


Sources. SIA. company reports 


So far the record supports this self- 
confidence. The problem is that because 
risk taking is an intuitive business—the 
phrase “feel for the market” is popular 
among traders—it does not lend itself to 
formal management controls. Although 
financial limits (as well as exposures to 
individual institutions) are usually set, 
they are often broken deliberately. The 
flexibility in this area varies from firm to 
firm. Most flexible is probably Salomon 
where it is declared policy that there are 
no limits. By saying this Salomon does 
not seek to appear a bigger gambler than 
its competitors. Rather it is making a 
virtue of its minute-by-minute manage- 
ment of market positions. 

Trading by its very nature is the most 
short-term of businesses. In the trading 
room decisions are taken constantly. 
“Meetings”, in the form of a five-sen- 


Gutfreund in his favourite spot 
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tence discussion between trader and 
salesman over five yards of space, happen 
all the time. (More formal meetings only 
occur at Salomon before treasury auc- 
tions.) Management is provided by a 
managing director, probably a former 
trader, who sits among the traders. He is 
constantly in touch with the positions his 
traders are taking in the markets, and will 
soon make it known if he does not like 
something. In this environment, commu- 
nication is crucial. Hence the need for 
big, open trading floors. 

The most essential trading discipline, 
and one preached by every investment 
baker, is to know when to take a loss. 
Salomon says it never runs a position for 
more than two days. Usually it aims to be 
out by noon the next day. As it goes 
against human nature to take a loss on 
any investment, because it means admit- 
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ting one is wrong, this is the management 
discipline within investment banks that 
needs to be rigorously and constantly 
enforced. (It is not always, as was shown 
__ in the internal bust-up at Lehman Broth- 
ers which stemmed from trading losses.) 
The need to monitor traders is a demand 
on management time that can only grow 
as positions get larger, which they will, 
and the number of traders increases. 

Professor Samuel Hayes of the Har- 
vard Business School, an expert on in- 
vestment banking, describes the trend 
towards ever more leveraged trading and 
the consequent risk of capital erosion as a 
“time bomb”. He has a point. Today’s 
remorseless need for capital on which to 
churn around constantly changing bits of 
tredeable paper—be it government 
bonds, securitised mortgages, car loans 
and now credit-card loans—can only sus- 
tain itself for so long. 

But, for the moment, there seems no 
stopping the momentum. Talk at Salo- 
mon is already of needing $10 billion of 
capital in ten years. That probably means 
it will have to sell itself again. 

Apart from sheer leveraging—which 
makes investment banks vulnerable to 
macro events “out there”, by which in- 
= vestment bankers mean events in the real 

- world away from their screen—there are 
other grounds for caution. 
@ Margins are narrowing. Investment 
banks used to enjoy far wider spreads in 
their middleman’s role between the issuer 
of a security and the purchaser of it. 
These smaller margins force the banks to 


_ take larger positions to generate the same 


amount of income. 
@ Product cycles are getting shorter. In- 
= vestment bankers are constantly looking 
= for new products. Sometimes they hit a 
winner. Drexel made its name with high- 
= yield “junk” bonds. The firm still enjoys 
= a56% market share because it has built 
= up an effective distribution system. This 
__ lets it preserve the margins which have 
enabled it to jump from nowhere into the 
_ big league on what, by the standards of its 
_ Special-bracket competitors, is a very nar- 


= row product base. But junk is, so far, an 


exception to the rule. Products can be 
quickly copied by competitors. This 
_ makes it not only the most short-term of 
__ industries in the trading sense, but also in 
~ terms of its product cycles. The modern 
_ investment bank is like a collection of 
= Cottage industries, each of which is a 
_ different profit centre working on its own 
product, and with a constant need to erect 
new cottages. 
@ Arbitrage opportunities are not infi- 
nite. Arbitrage has become more refined 
_with the development of hedging instru- 


~ ments and computerised programme 


y trading. However, there are problems. 
_ There is no perfect hedge. In the second 
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A warning signal 


It is an old joke along the Charles river 
that when Harvard Business School 
graduates rush to join an industry, it is a 
classic contrary indicator. If true, invest- 
ment banking has tough times ahead. 

Historically, about 6% of Harvard’s 
annual class of 780 students goes into 
investment banking. This year the figure 
has shot up to 30%, The overwhelming 
reason given by the students was money. 
Desperate to get the pick of the crop, 
Wall Street’s investment banks are offer- 
ing starting salaries of up to $80,000, plus 
the chance of doubling it with bonuses. 
This is more than the best management 
consultancies are offering. 


quarter of this year, the investment banks 
lost an estimated $250m-300m, mainly 
because of the falling bond market (see 
page 67). One reason was that the com- 
puterised hedging programmes did not 
work as they had been expected to: the 
computer wizards being hired on Wall 
Street cannot always deliver the goods. A 
second problem is that even if they did, it 
would be no ultimate solution. For if 
perfect hedges could be constructed, that 
in itself would make the market more 
perfect and limit the opportunity’ for 
profitable arbitrage between related con- 
tracts. The future of arbitrage will be 
increasingly complex as programmes seek 
to profit from increasingly narrow 
spreads. 

@ Rising interest rates would hit profits. 
Investment banks have made money in 
the past few years out of falling interest 
rates and a rallying bond market. As 
traders, investment banks tend to be long 
of stock, which generally means long of 
bonds (and is another reason they lost 
money in the second quarter and made 
money in the first—in the case of Salo- 
mon’s a pre-tax profit of $290m). As 
underwriters, they benefit as low interest 
rates encourage companies to borrow or 
refinance. As borrowers, they benefit as 
lower interest rates reduce the cost of 
carrying the inventory of securities in 
their balance sheets. 

Because the nature of the investment- 
banking business is so short term and 
management is so concentrated on the 
here-and-now, precious little is being 
done to prepare for different business 
conditions. Costs, for example, rose by 
16% in 1985 to a level 34% higher than in 
1983, according to the Securities Industry 
Association. Indeed; attention is so fixed 
on the computer screen that an invest- 
ment bank is unlikely to see disaster until 
it hits it in the face. 

Tugged along by the size of their swell- 
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The investment banks may be overdo- 
ing it. The Harvard Business School 
course is designed to train general man- 
gers of men, and its students are selected 
with that end in mind. The skills re- 
quired to be a manager in manufacturing 
industry are different from those that 
make an investment banker. 

Such considerations have not deterred 
the investment banks. The result is they 
are hiring a lot of people who have no 
intrinsic interest in or aptitude for their 
business but cannot resist the cash on the 
table. They may well not be the best 
people to have around when the market 
next jibs the gizzlies. 


ing balance sheets, investment banks are 
getting ever more transaction-oriented 
the expense of the old customer tradition 
of offering disinterested advice to a long- 
standing client. In such a climate, what 
investment bankers fear most is less some 
unexpected cataclysm, which at least 
means activity, than boring markets. 
More than anything today’s investment 
bank feeds off volatility. If the economy 
slows, interest rates stabilise and debt 
goes out of fashion, investment banks will 
need all their traditional creative flexi- 
bilty to survive. Their management prob- 
lems will be that they have built up huge 
and costly operations in bond trading, 
especially—consisting of people, office 
space and technology—which will not 
survive a drop in trading volume. At that 
point any question of “strategic manage- 
ment” would be lost in a desperate rush 
for cover. There may be a lot of people 
currently doing deals on Wall Street. 
There will be many fewer left to mop v~ 
after them. 
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SCIENCE AND TECHNOLOGY 





“he spark plug that 


could save forests 


The “lean-burn” engine is the Holy Grail 
of car engineers. By using more air to 
burn less fuel, it promises more miles per 
gallon and less pollution. Since there is no 
longer much. doubt that car-exhaust 
fumes are the main killer of trees in 
entral Europe, it is all:the more disap- 
pointing that the Grail has remained 
unattainable. Until now. At last engi- 
neers seem to have a practical technology 
to make existing engines lean and clean. 

A car engine harnesses the energy 
released in a flame to move a piston. The 
engine’s efficiency depends on several 
factors, including how quickly the fuel 
burns. The engine’s cleanliness depends 
on how thoroughly it burns up all the fuel 
and on the temperature of the flame 
(because a hot flame burns some of the 
nitrogen that is in the air). To make a car 
engine that is as efficient and as clean as 
possible, you have to burn as much of the 
fuel as fully as possible, at as low a 
temperature as practicable, and as quick- 
ly as possible. Juggling those three vari- 
ables can be tricky. : 

As a general rule, a lean burn (ie, more 
air and less fuel in each explosion in the 
~vlinders) gives greater efficiency and 

wer nitrogen-oxide emissions. But it 
tails to burn quickly or thoroughly, which 
negates these advantages. In controlling 
emissions to. meet stricter standards, 
American carmakers toyed with the idea 
of developing lean burn but abandoned it 
in favour of three-way catalysts. Europe- 
an carmakers have mostly taken the same 
decision. But you cannot have both a 
three-way catalyst and a lean-burn’ en- 
gine. To work, a three-way catalyst must 
be attached to an engine that is burning a 
‘comparatively rich 14.65 parts of air to 
one part of fuel. It is almost as if the 

engine must first produce dirty exhaust 
for the catalyst to cleanup... = o 0o 

That could soon change. Combustion 
Electromagnetics (CEI), of Arlington, 
Massachusetts, has developed an ignition 
system that allows an ordinary engine to 
burn mixtures of up to 24-to-one with 

little loss of performance. The result is 
___ virtually no nitrogen oxides in the exhaust 





Brake-specific fuel consumption 





and a fifth more miles to every gallon. 
How did cei reach this goal? Dr Mi- 
chael Ward, the company’s president and 
main inventor, says a central problem is 
the speed with which the flame propa- 
gates through the mixture of fuel and air 
in the cylinder. The leaner the mixture, 
the slower the flame moves from the 
spark plug and the more susceptible it is 
to dying out or quenching. If it moves too 
slowly, the flame has not completed its 
passage before the piston has moved 
down too far to harness the combustion 
energy; if it starts too soon, the flame is 
burning when the mixture has not yet 
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More air, more 


and greater efficiency 


(pounds per horsepower- hout) — 


1985 Ford 1,300cc engine 
at 3,000RPM and 45 ft ib 
of toad : 
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been properly compressed. 

Most lean burners try to get round this 
using the science of fluid dynamics. In 
plain English, they swirl and squish the 
air, building engines so that the air in the 
cylinder is made to flow in certain ways as 
the piston moves up. But this approach 
has not made much progress, mostly 
because swirl and squish waste energy by 
increasing the flame’s tendency to lose its 
heat to the cylinder casing and because 


the generation of swirl necessarily inhibits 


the engine’s ability to breathe air through . 
the carburettor. caer 
-Dr Ward tried thinking of a flame as an 


Atest of thenew electromagnetic 
ignition system gives a leaner burn 


tandard ignition 


Electromagnetic ignition 


Air-fuel ratio 


costly and impracticable com 
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electrical phenomenon as well as a flui 
dynamics one. A flame is a place where 
molecules of fuel are hot enough to react 
with molecules of oxygen. But what do 
“hot” mean? It means excited enough 
collide energetically with oxygen mol 
cules and react. There are two ways for 
molecule to get excited: one is for the 
whole molecule to rush about more; the 
other is for its constituent atoms and 
electrons to do so. Excite the molecul 
and- electrons, and you speed up the 
flame’s propagation. 

A way to excite the molecules, Dr 
Ward realised, was to supplement the 
initial flame with additional charged par 
ticles—ie, inject a “plasma”—and put 
strong electromagnetic field across the 
plasma-containing flame. The energy i 
the field would then be transferred to ti 
electrons, and in turn to the molecul 
and the flame would burn faster. On 
launched, the flarne itself generates. an 
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abundance of free electrons and ions 
Experiments showed that Dr Ward. 
his colleagues, Dr Fred Kern of CEI 
Professor Tai Wu of Harvard Universit 
were on the right track. A field of 1,000 
volts per centimetre—requiring onl 
few watts of power—doubled the spe 
with which a flame spread through a gi 
mixture or, to put it another way, 
creased the rate of energy release of 
flame by hundreds of watts. fee 
But how to introduce the initial plasm: 
and to maintain an electric field across t 
initial weak flame, without resorting | 
ponent: 














SCIENCE AND TECHNOLOGY 


CEI engineers solved this problem this 
year by following up several obscure and 
unexplained observations made about ig- 
nition in a different context. 

More than that they will not say until 
the patents are safe, but in May they 
demonstrated to a big European maker of 
car components the ignition they had 
modified in an ordinary (non-lean-burn) 
Ford Escort 1300-cc engine. The results 
were impressive. With CEI’s electromag- 
netic ignition system, the engine went 
from its normal 17-to-one air-fuel ratio 
right up to 22-to-one without misfiring, 
getting steadily more efficient. 

At that mixture, the nitrogen-oxide 
pollution problem virtually disappears. 
Another one (hydrocarbon emission) 
takes its place, but that can be taken care 
of with a simple and cheap oxidation 
catalyst on the exhaust—costing much 
less than the three-way catalyst otherwise 
required and much more tolerant of lean 

_ mixtures and variable temperatures. And 
20% less fuel is needed to provide the 
same power. The greater efficiency 
comes from the throttle being more open 

at a given power output, so reducing 
vacuum drag on the piston. 
The European company (which wants 

_ to remain anonymous) was anxious to see 

how the engine performed at high loads 
and high revs. Dr Ward pleaded that his 
prototype ignition could not be expected 
to go all the way first time out. Yet, aè an 
air-fuel ratio of 24-to-one, the engine was 


i = ae 


= still going well under these high-load, 


high-rev conditions. The ratio was turned 
up to 26-to-one with no loss of efficiency 
_ (see chart on previous page). At 28-to- 


_ one, well into the range where a lean- 


_ burn engine that relied on squish and 
swirl would misfire, the engine showed a 


a few fluctuations but no misfiring. 


Other technologies have reached such 
leanness. Shell achieved it a decade ago in 
_ experimental engines; Dr Ward had no 
_ trouble reaching it with a system called 
= plasma-jet ignition, and exceeding it in 
the laboratory with a microwave-plasma 
_ system. But these technologies required 
exotic materials or a redesign of the 


= whole engine. By contrast, the new tech- 


nology is built from simple modifications 
to normal components—plugs, coils, ca- 
bles and distributors. The system will fit 
on a normal engine. 
The European company has confirmed 
to The Economist that CEI’s claims are 
= broadly true. But the company remains 
_ cautious. While patents are being filed, it 
has not yet been told the secret of how the 
thing works. It cannot therefore guess 
whether the system is practicable. Turn- 
_ ing an idea into a reliable engine compo- 
nent takes time and much money. But the 
two companies may decide to join forces 
to develop the invention. 


Dr Ward is sure that his company’s 
breakthrough will excite America’s car- 
makers. They want to cut the costs of 
their cars to make them more competitive 
against imports, andegetting rid of the 
three-way catalyst (but leaving on the 
cheaper oxidation catalyst) could shave 
nearly $800 off the cost of the average 
American car. Reducing fuel consump- 
tion by a fifth is also a big bonus. But 
Detroit will have to move quickly. If the 
engine lives up to its promise, Japanese 
and European motor companies will also 
be beating a path to CEI’s door. 


AIDS 
SSS Ts ee er eee 


Know the enemy 


PARIS 


The scientists working on AIDS can be 
divided into three groups: those trying to 
treat the disease; those trying to under- 
stand and prevent its spread; and those 
trying to work out exactly how the virus 
works and so come up with a scheme for 
defeating it. 

At a recent conference in Paris, the 
virologists had the most to report. They 
are learning more about their enemy’s 
ways—and an awesome enemy it is. 

@ It has the effrontery to attack the very 
part of the body—the T cells of the 
immune system—that is responsible for 
co-ordinating the fight against disease. 

@ Like the Greeks in the Trojan horse, it 
can enter the body inside an infected cell 
and move from cell to cell, evading any 
antibodies present in the blood. 

@ Like the ‘flu virus, it can vary its 
genetic code, outwitting a vaccine. 

@ Like the cold virus, it conceals the 
parts of its protein coat that a vaccine 
could attack. 


Viruses dot the surface of a T cell 









@ It can lie low within infected cells for 
years, while its host remains infectious. 
@ Once it starts to breed (or rather to 
make the body produce copies of it), it 
has a special gene, called the trans-activa- 
tor, that boosts production enormously. 

Dr Robert Redfield of the Walter Reed 
Army Institute of Research in Washing- 
ton, DC, has developed a way of classify- 
ing the progression of the disease from 
infection through six stages to full-blown 
AIDS. The figures, he says, give no cause 
for comfort. Given long enough, more 
than 90% of infected people seem to start 
down the path from stage to stage. 

Nonetheless, the trigger that turns in- 
fection into disease seems to be less 
sensitive in healthy people than in those 
bombarded with other infections. Only 
one in 12 of those infected by a blood 
transfusion gets AIDS itself within five 
years; more like 30% of homosexually 
infected men—many of whom have be 
exposed to other infections by anal intua- 
course—get it within the same period. To 
be one of the longer-surviving infected is 
a Pyrrhic victory, for those carriers who 
remain healthy longest die quickest once 
the disease appears. 

What triggers the reawakening of the 
virus? So far the only clue that scientists 
have is that the T cell containing a copy of 
the virus’s genes stitched into its own 
must itself be “activated” before those 
genes are switched on and viruses are 
built. An activated T cell is one that has 
been instructed to proliferate and destroy 
an invading disease. Normally, a healthy 
cell is so instructed. Unluckily, and rare- 
ly, an infected cell gets the call. 

That still does not explain how the 
genes are switched on. Here, too, pro- 
gress is reported. The virus has seven 
genes (see chart on next page), three of 
which—gag, pol and env—are common to 
all such viruses and four of which—a 
tat, sor and orf—are unique to the Alus 
virus. Tat and art boost the virus’s 
replication. 

Once it has started to replicate, the 
virus kills cells of the immune system, 
leaving the carrier increasingly vulnerable 
to other infections. How it does the 
killing is still controversial. This dispute 
rumbled through many of the debates on 
virology in Paris. Like all good argu- 
ments, it is short on facts, long on opin- 
ion. The outcome matters a lot. For it is 
by understanding this part of the story 
that medical scientists have the best hope 
of achieving a cure. 

The virus can infect many human cells 
but kills only those that have on their 
surfaces a particular molecule called the 
T4 receptor. Human cells that have T4 
receptors include “helper” T cells, the 
officers of the immune-system army. 
They also include several other cells, in 
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virus’s genes tò conceal 
among host's genes 








particular the so-called monocyte macro- 
phages, which can invade the brain. 

Two of the theories about how the virus 
kills T cells therefore concentrate on that 
T4 receptor. The one championed by the 

am from France’s Pasteur Institute is 

i: the virus somehow triggers an auto- 
“immune disease—ie, one in which’ the 
body’s immune system attacks itself. The 
body produces antibodies to the virus and 
the antibodies attack the 14 receptors, 
smothering the helper T-cells. and killing 
‘them. For this to be correct, part of the 


virus must somehow resemble the T4 


receptor in shape. 

The second theory is more subtle. Dr 
Bill Haseltine of Harvard Medical School 
-has been experimenting with the virus’s 
ability to kill T cells after mutations have 
_ been made to several of its genes. It turns 
- out that env is the recipe for a protein that 
alone can kill cells—ie, without the rest of 
-the virus being present. Env is the protein 
-that makes up the envelope of the virus 
and, when made, goes to the outside 

membrane of the cell. It is also an obvious 
-eandidate for a vaccine, so its lethal 
nature is not encouraging. 
Dr Haseltine’s theory is that the pait of 
env protein that lies beyond the 
iembrane, on the outside of the cell 
(called gp-120) somehow ‘reacts with T4 
receptors (which are also on membranes) 
and causes the two membranes to fuse. 
The result is either that the cell begins to 
turn in on itself as its membranes. fuse 
“with each other, or that another nearby 
_ cell with T4 receptors fuses with the infect- 
ed cell. It is common to find in AIDS 
victims giant ‘“‘syncitia” of fused cells. 
Such syncitia die, as do the cells that have 
_ turned in on themselves. 
Circumstantial evidence exists to sup- 
port Dr Haseltine’s ideas. His theory is 
consistent with the fact that whether a cell 
dies depends not on the amount of virus it 
-contains but on the number of T4 recep- 
tors it has. It is also consistent with the 
finding that cell-to-cell transmission’ of 
“the virus can happen even when compe- 
tent anti-env-antibodies are present out- 
side the cells—ie, by cell fusion, which 
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allows the virus to pass without going out 
and encountering the antibodies. More- 
over, a cell that contains the env gene but 
not the T4 receptor can kill other T4- 
containing cells but is not killed itself. 

. Dr Robert Gallo of the National Can- 
cer Institute, and his colleague Dr Mandy 
Fisher, are the principal critics of Dr 
Haseltine’s notion. Dr Gallo’s theory is 
that the virus somehow triggers prema- 
turely. the normal process of “terminal 
differentiation”, by which T cells commit 


“suicide at the end of their useful lives. 


There is a fourth theory that infected ceils 
contain “ “unintegra' ”. DNA—ie, copies 
of the virus’s genes that are not stitched 
into the host cell’s genes—and that these 
are somehow lethal. But the smart money 
ison Dr Haseltine. 


Eureka 
Less foggy 


Europe has moved with uncharacteristic 
haste to put flesh on the bones of Eure- 
ka—President Mitterrand’s plan for a 
civilian Euro-initiative to match the boost 
that the ‘“‘star-wars” billions will give 
America’s high-technology industries. 
Eureka was launched amid widespread 
confusion about its aims and methods 
only 15 months ago. Yet European minis- 
ters left their third ministerial conference, 
held in London this week, with firm 
agreements for 72 pan-European R&D 
projects to go ahead at a total cost of 
more than $2 billion. 

By no means all of this money will 
come from the 19 governments taking 
part in the Eureka programme. To join 
Eureka, companies from participating 
countries (Iceland was admitted this 
week) are required to find R&D collabora- 
tors elsewhere in Europe and submit their 





“projects to the Eureka secretariat for 


approval. Approval does not. guarantee 
that governments will hand. over any cash: 
participants in approved projects must 
apply to their. home governments. for 
financial. assistance. How governments 


proje 
‘the first year, and about $55m in each of- 


= @ Under a Eureka project called East, a. 


The six-year R&D project is budgeted to 
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respond is‘up to them. Britain, for in- 
stance, has set.an upper limit of 50% of | 
research costs and 25% of development: 
costs. 
Eureka projects are supposed, in prin- 
ciple, to lead to the rapid development of 
high-tech products for a pan-European: 
market. Some of the biggest of the 62 new `> 
projects announced this week give the 
flavour: E 
@ Three European telecoms compa- 
nies—-France’s Alcatel, Italy’s Italtel and 
Britain’s Plessey—have banded together. 
under Eureka to develop chips and lasers 
to make the transmission of information 
by existing telephone networks up to. 
2,000 times faster than it is today. Optical... 
fibres will enable telephone networks to. 
carry pictures as well as speech, opening 
the way for them to provide such new 
services as videophones and high-defini- | 
tion television to homes and businesses. 
The companies expect the project to cost 
about $160m, and to produce a prototype 
system by the early 1990s. 7 
@ In a project called Prometheus, 13° 
European car manufacturers are collabo- 
rating on research into computer-aided 
driving. They are trying to come up with 
cars fitted with sensors and microcomput- 
ers that can spot danger early and avoid 
collisions in, say, fog by warning the 
driver or by overriding his controls. The 
is expected to cost about $15m in 


the following seven years. 


consortium of seven French, Danish, | 
Swiss and Italian companies, 

ways to improve the qui 

software and to cut the cost of writing it. 


cost more than $140m. A parallel Eureka | 
project, involving companies fiom 
France, Norway, Spain, Sweden. and — 
West Germany, will lead to the creation — 
of a European software factory. The cost _ 
is. put at $327m over. eight years: The 
companies involved in. East say that Eu- 
rope needs a co-ordinated software engi 
neering project to counter similar initia- 
tives in the United States (the Pentagon's 
new software ‘engineering institute in 
Pittsburgh) and Japan (the government's 
fifth-generation computer project). © 

Not all Eureka projects are as ambi- 
tious. Tiddlers range from a Franco- | 
Spanish project to produce new varieties 
of sunflowers (ten. years, $4m), to a 
Belgian-Austrian project on high-tech cë- 
ramics (three years, $2m). The Eureka 
secretariat is to stay small, too. The 
ministers agreed this week that Eureka 
could have an office in Brussels (appro- 
priately, in the Rue Archiméde) and a 
grand total of only seven professional 
staff torun it, The real work will have to 
be done by the companie E y 
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What Africa can learn from India 


Last year, thousands of Africans 
died because they did not have 
enough food, and famines caused 
another 10m to abandon their 
homes. The first response to such 
misery is to send emergency re- 
lief. The second must be to tackle 
the shortcomings of African 
farming. 

Ways of improving third-world 
farming have become the devel- 
opment issue of 1986—and with 
good reason. Some countries 
farm much better than others, 
even when account is taken of 
climate, soil and other factors 
that influence farm output. Afri- 
ca can learn much from India’s 
relative success. 

India’s performance (this year 
it has a grain hillock) owes much 
to a national agricultural man- 
agement programme called T&v. 
It bombards farmers with advice 
on how best to make use of new 
farming techniques. T&V stands 
for the Training and Visit System 
of Agricultural Extension, and it 
is backed by the World Bank. 

The World Bank supports it 
(or something close to it) in 12 
out of 16 states. In many areas, 
around 80% of farmers benefit. 
The system was founded by Mr 
Daniel Benor, an Israeli farmer 
who had seen the desert of his 
own country bloom. For India’s 
agricultural administrators and 
its farmers, his name is synony- 
mous with T&v. In Orissa state, 
one of India’s poorest, the direc- 
tor of agriculture, Mr Shir Naik, 
is forever raising his eyes to heav- 
en and proclaiming “Mr Benor, 
he is my second god.” In Maha- 
rashtra state, farmers name their 
local T&V workers Benor. 

The management system is 
based on simplicity, rigid sched- 
ules and a clear definition of 
roles. It transforms old agricul- 
tural extension systems, which 
date from the colonial era. 

Extension, in agriculture, 
means a system of taking new 
plant technology (high-yield 
seeds, improved fertilisers, etc) 
and new farming methods from 
the laboratory to the farmer. It is 
a management system capable of 
transforming the farming of a 
country when it is organised 
properly. 

In the old days, extension sys- 
tems were often ill-defined, ram- 
bling, organisational structures, 
with poor discipline and little 
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supervision along the manage- 
ment chain. Often, local exten- 
sion workers were too stretched. 
They were responsible for deal- 
ing out agricultural advice to 
farmers and also for offering oth- 
er sorts of rural-development ad- 
vice, from nutrition to women’s 
workshops. 

The main features of T&v are: 
@ Clearly defined hierarchy. 
@ Regular visits by T&v village 
extension workers (VEWs) to 
“contact farmers”. The best of 
these are ordinary but intelligent 
farmers who can pass on knowl- 
edge to inquisitive and envious 
neighbours. The extension work- 
er will visit a farm once every two 
weeks, always at the same time. 


I like your yields, Mr Benor 


@ Regular training sessions for 
the VEW every fortnight. 

@ Clear messages sent to VEWs at 
each of these training sessions. 
These tell farmers what they 
should currently be doing, given 
local conditions and the time of 
year. 

@ Strict supervision at every lev- 
el of the management pyramid. 
@ Two-way flows of information. 
Farmers tell vews about their 
problems, which are fed back 
through the system, via the train- 
ing sessions to the research lab- 
oratory. For example, Indian vil- 
lagers complained last year that 
the new high-yield rice recom- 
mended by extension workers 
had stems too short for thatching 
roofs. So VEWs sent the com- 
plaints through the system, and 
the boffins responded by coming 
up with high-yielding, long- 


stemmed rice. 

Like its founder, T&v is strictly 
practical in nature. At training 
sessions extension workers spend 
much time out in the field, get- 
ting their boots muddy and ab- 
sorbing the messages of the week 
on the job. The benefits of this 
approach become clear when the 
VEW visits the farmer in the field. 
He knows more about farming 
than the farmer does. In the old 
days, he did not. 

Farmers praise T&V. They talk 
of dramatic increases in yields, 
especially in the early years of the 
system. VEWs also feel that T&V 
helps them do a much better job. 
Under old systems they often 
operated with little training, and 
suffered from poor morale and 
low prestige. 

The World Bank is happy 
enough with T&v in India. It is 
encouraging equivalent systems 
in other developing countries. 
But monitoring and measuring 
success rates is difficult. After all, 
good management is only part of 
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better farming. New high-yield 
seed varieties are also important. 
Experience suggests that good 
marketing is essential, and that 
without it T&V, or any other ex- 
tension system, has a near-impos- 
sible job. It is no good teaching 
farmers how to grow more of a 
staple crop when the government 
offers a below-cost price for it 
and also forbids farmers to sell to 
private traders. This often hap- 
pens when a government is keen 
to keep down food prices for 
people in cities. 

When the Indian government 
gave farmers an adequate price 
for the grain they grew, Indian 
farmers responded by growing 
lots of it. Growers of other crops 
are less content. Farmers in Oris- 
sa state complain that when ad- 
vice from T&V helped them raise 
yields of groundnuts this year, 


local co-operatives stopped pay 
ing them the old price of 110-12( 
rupees (about $10) for a 75 kilo. 
gram bag. Farmers fear they will 
get no more than the governmen! 
price of 95 rupees. In conse- 
quence, they cannot pay back 
bank loans taken out to buy ferti- 
liser, or get new credit to pay foi 
next year’s crops. In short, the 
T&V worker has to have the back: 
ing of good marketing systems, il 
his advice is to make economic 
sense. 

India is also keen on subsidis- 
ing fertiliser prices, something 
the World Bank frowns upon. In 
the near-term, the job of the T&\ 
extension officer is made easier il 
he can recommend increased use 
of artificially cheap fertiliser. In 
the longer-term, farmers gel 
hooked on subsidies. In Mahar- 
astra, for instance, local “Ben: 
ors” are recommending tha 
farmers use a newly-design 
seed drill, which can be built by 
village carpenters. In some vil 
lages the carpenters are busy 





making them, but in others farm- 
ers say they will only invest in a 
seed drill if they are given a 
subsidy to do so. Never mind the 
price, so long as it is subsidised, 
Part of the T&v philosophy is that 
the system should be cheap anc 
have a free-market bias. Subsi- 
dies undermine both aims. 

In India, it is apparent that T&\ 
has improved the lot of the farm- 
er. He grows more food, and he 
makes more money. But whai 
about the landless labourers he 
employs? The World Bank thinks 
that because T&V means higher 
yields, it means more demand for 
labour, and better pay. Snag: the 
benefits are not evenly distribut- 
ed. In Orissa, women and chil- 
dren from the untouchable caste 
complain that they are paid five 
rupees a day, half the minimum 
wage. Local men fare better. 
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_ Their pay has gone up from five 
rupees to around 12 rupees for a 
~day’s work in the fields at har- 
< vest-time. ; 

The increased well-being of 
farmers does not always. flow 
through to more jobs and more 
“money for their field hands. Inev- 

itably, farmers use some of their 

higher. profits to buy labour-sav- 

ing machines. In Orissa a few 
weeks ago, landless labourers 

looked on anxiously as a farmer 
from their village demonstrated 

the new machine he was renting 
‘out. to his neighbours. It was a 
“small metal box painted blue, 
with a handle. When the handle 
was turned it could shell ground- 
nuts ten times faster than local 
labourers. 








Into Africa 


has been adopted in 40 de- 
joping countries. The World 
nk wants the next thrust to be 
in Africa, where agriculture in 
many countries is in disarray, and 
memories of famine are fresh. 
- Kenya, which has done better 
than: most, is seen as the best 
» place in Africa for T&V to make a 
tart. : ; 

Earlier this year, Mr Benor 
-went there to assess the early 
peration of the system: Indian 
arm advisers who travelled with 
him say that Kenyan farmers 
-avere.so keen on TAV that Kenya 
ould not take long to.catch up 
with India. In India conservative 
village hierarchies and caste inhi- 
bitions were cultural barriers to 
the early spread of the system. 
“Contact farmers” in Kenya 
are already crowing about their 
yield increases after taking advice 










































and weeding. Their neighbours 

impressed and next year 
ny of them are likely to be- 
come T&V converts. 


- spectacular results in the’ field 
-and on convincing farmers that 
they too can do what their neigh- 
bours have done, even if they are 
short of money. If a farmer can- 
not afford enough fertiliser to 
follow the T&v recommendations 
throughout his farm, the VEw will 
advise him to take a small patch, 
try the system there, and use any 
profits to spread the system more 
widely on his farm each year, In 
Kenya, many farmers are still at 
the small patch stage. 

- -The potential for avin Kenya 
© is enormous. Most farmers have 
small holdings in densely-popu- 


quickly. Extension workers can 
cover hundreds. of farming fam- 


without exhausting travel L 










on “new seed, spacing, pruning - 


The spread of T&V is based on ` 


lated areas. This means new tech- > 
nology and methods spread 
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schedules (although they moan 
about the lack of transport in 
hilly areas). 

The World Bank also thinks 
Kenyan farming is well fitted to 
adopt T&v. There are, for exam- 
ple, no subsidies. on fertilisers, 
and there are comparatively good 
purchasing and marketing sys- 
tems for some crops, particularly 
tea. 

But the World Bank and other 
donors to Kenya want the grain 
trade liberalised. The Cereals 
Marketing Board lacks cash. For 
much of this season, it has not 
had enough money to buy up 
maize from farmers. Most donors 
would like to see it become a 
buyer of last resort, and farmers 
given freedom to sellon the open 


























average incomes. 


Can better farming feed the world? = 


For Mr Benor’s supporters at the World Bank, increasing farm ` | 
‘output is the order of the day. They see a more efficient farming — 
system as the essential first step toward alleviating hunger in a 
third-world country. But some of their more radical colleagues 
have a different starting point. Earlier this year they wrote a- 
report called “Poverty and Hunger”, with the provocative 
opening sentence: “The world has ample food.” 

The report argues that countries that do not produce all the 
food they need should be able to import it. Hunger results when 
they are too poor to do so. Ipso facto, lack of purchasing power, 
not lack of food, is the problem. 

In 1980, according to the report, about 730m people in 
developing countries (excluding China) did not have enough 
income to obtain enough energy from their diet to allow them 
an active working life. It reckons that about two-thirds of the 
undernourished live in south Asia and one-fifth in sub-Saharan 
Africa. About four-fifths of them live in countries with very low 


Mr Benor is not put on the defensive by this. He thinks it is 
always a good first step to increase the incomes of farmers by 
making them more efficient. This works well in Kenya and 
India, where small farmers abound and rural poverty is still a big 
problem. But some of his supporters concede that whether 
increasing farm efficiency is the best way to.feed hungry people 
: iş more questionable in places, notably in- Latin America, where 
rich farmers have large landholdings and the poor are increas- 
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market. The government has giv- 
en ground in allowing farmers to 
sell their own maize within dis- 
tricts. But inter-district trade still 
has to be handled:by the board. 
Change is resisted by government 
officials who benefit from a com- 
plicated licensing system, and 
who are afraid that free trade in 
grain in Kenya would ‘soon be 
controlled by the Asian business 
community. This, they feel; 
would be politically. ticklish. 

If farmers are going to benefit 
fully from T&v in Kenya, the 
coffee marketing system also 
needs reforming. Farmers pass 
their coffee to co-operatives 
which own the roasters.. She 
Kenyan Farmers Co-operative 
Union then takes the coffee, and 





























ingly concentrated in cities. Then, they agree with the authors 
of “Poverty and Hunger” that the nub of the problem is income__ 


distribution rather than agricultural technique. 





j- them a visit. 







passes it to the Coffee Board, 
which auctions it to licensed ex- 
porters. Payment is then passed 
back along the system, with ev- 
erybody taking a slice, and the 
farmer receiving very little, very 
late. While marketing is so ineffi- 
cient, the coffee farmer has little 
incentive to improve his meth- 
ods. It is a pity. Kenya gro 
some of the world’s best coffee, 

Agricultural credit is also in a 
mess. Farmers complain about 
the inefficiency of the state’s Ag- 
ricultural Finance Corporation. 
The World Bank is considerit 
by-passing the AFC by lending: 
specific local banks which can in 
turn lend directly to farmers 
rather than channelling fun 
into the top of the credit pyra- 
mid, and letting them filter down. 


More backbone 


Kenya has learnt from the expe 
ence of other developing coun- 
tries that T&V is best seen as part | 
of a rounded approach that (a) 
secures supplies of better seeds 
fertilisers and other inputs, o 
improves pricing systems, and {¢) 
provides credit more efficiently. 
Its success elsewhere in Africa 
will depend on the same factors 

Agricultural progress is centr: 
























































country have left it with several 
large projects on its hands which 
it cannot afford to maintain. It i 
spending one-third of public 
money on education, and the 
population is. growing at 4% a 
-year, one of the highest rates in 
the world. Government official 
are starting to recognise that agri 
culture needs more attention if i 
is to feed a growing population, 
to. stem an exodus from the land. 
into the cities and to. create th 
wealth needed to sustain. othe 
development projects. Mr Beno’ 
believes that all this is do-abl 
Africa can manage a green rev: 
lution on India’s model. a 
Mr Benor will be pleased if. 
they stick exactly to his way 
doing things. He is a mercurial 
figure, sometimes behaving like. 
cheeky schoolboy and at othe 
times like an autocratic schoo 
master. But his enthusiasm. i 
infectious, and governments tha 
have had dealings with him usual. 
ly praise him. This is an oppor: 
tune moment for his no-nonsense 
approach to farming to take roo! 
in Africa. There is an emerging | 
awareness there that sound and 
market-driven farming must 
the basis of African economic 
development. Both the Ivory 
Coast and Burkina Faso hav 
already invited Mr Benor to pay. 
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Judging the judges 


LAW’S EMPIRE. By Ronald Dworkin. Belknap Press. 470 pages. $20. Available in 
Britain from Harvard University Press, £16.95. 


When Mr Warren Burger, chief justice of 
America’s Supreme Court, announced 
his retirement, American commentators 

d a field-day. His replacement as chief 

tice is to be Mr William Rehnquist, 
whose place on the court is to be taken by 
Mr Antonin Scalia. Both were dubbed 
“brilliant and conservative” or “brilliant 
but conservative”. The new court was 
called “Rehnquist’s court” or, some- 
times, “Reagan's court”. Even the law 
itself became, in one shrieking headline, 
“Reagan’s law”. 

To most of those who ponder the rule 
of law in western democracies, such per- 
sonalisation is troubling. The problem is 
not just that it can be misleading (as many 
commentators pointed out, the political 
balance of the Supreme Court remains 
unchanged). But it can make the law look 
like little more than a subdivision of 
politics. Many people think that the law 
has a purity of its own; it should not be 
contaminated by political decisions. In 
“Law’s Empire”, Mr Ronald Dworkin, 
the leading theorist of the place of lawina 
democracy, describes what he believes 
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the law is and what it should be. 

Those, mainly Americans, who are 
becoming accustomed to the idea of a 
“politicised law” will, at first, be reas- 
sured. Mr Dworkin is explicit: 


The most abstract and fundamental point of 
legal practice is to guide and constrain the 
power of government. Law insists that force 
should not be used or withheld . . . except 
as licensed or required by individual rights 
and responsibilities flowing from past politi- 
cal decisions about when collective force is 
justified. 


Phooey, say those, mainly Europeans, 
who believe that the law should be above 
politics. Most law, they say, has nothing to 
do with government, force or even the 
courts. It is a facility that individuals or 
groups can use when they want to regulate 
their behaviour—say, when one person 
wants to buy a house from another. Most 
law, in the phrase of the English profes- 
sion, is non-contentious. Even when it is 
contentious (meaning when it finds its way 
into a court), the law is neither political 
nor, except for the criminal law, depen- 
dent on force for its execution. 


Such a view is too narrow. Questions 
about the law are raised and debated 
either within the confines of the courts, 
which are state institutions, or in the 
shadow of decisions made by the courts 
and other state institutions (like legisla- 
tures). In the West, state institutions are 
shaped by men and women who not only 
have personal preferences but want to see 
them more widely adopted. In this nar- 
row sense, law is more than personal: it is 
political. 

That being so, how should a judge 
decide a case? Hidden within a welter of 
philosophical argument, that is the simple 
question to which Mr Dworkin addresses 
himself in ““Law’s Empire”. He discusses 
three possible answers. Judgments can be 
based on what happened in similar cases 
in the past. But the past, as Mr Dworkin 
has long argued, does not tell a judge 
what to do if he or she comes across a gap 
in the law. Or a judge might decide a case 
according to what he thinks should hap- 
pen in future. But that arrogates to judges 
too much power. Even the American 
constitution does not grant judges such 
untrammelled power. Nor do even most 
interventionist lawyers believe that the 
Supreme Court’s right to overturn stat- 
utes, established in 1803, should be used 
to formulate political policy openly. 

Mr Dworkin therefore recommends a 
third answer, which he calls “law as 
integrity”. A judge, he says, should de- 
cide a case in the light of principles that 
bind a community together. Judges 
should look backwards, to discover what 
those principles have been, and forwards, 
to find out how the consequences of any 
judgment would fit with those principles 
in the future. 

This begs two questions. How are the 
principles to be discovered? And why 
should a judge be the right person to 
discover them? America has a legal docu- 
ment, the constitution, on which the 
search for principle can be based. Such 
documents exist in few other countries. 
Britain, for instance, has an unwritten 
constitution and a tradition of political 
fudge. How is a British judge to divine 
the principles upon which the relations 
between central and local government are 
based? Again, many Americans may 
agree that judges have a hot-line to the 
things that a society thinks define its sense 
of national identity. But there is no such 
consensus in most countries. Mr Dwor- 
kin, an American who is professor of 
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jurisprudence at Oxford University, too 
often looks on the world through Ameri- 
“ean spectacles. “Law as integrity” is a 
theory of justice that will not easily cross 
the Atlantic. 

Yet, for all this, Mr Dworkin’s book 
remains of great importance. At a time 
when liberalism is in disarray, it resumes 
the search for a liberal theory that will 
explain why men and women choose to 


a 

tection. The principles | af its: theory are 
community principles; their wellspring is 
a sense of fraternity. No assertion here 
that only the minimalist state is legiti- 
mate, no utilitarian conception of human 
experience as a void in which individuals 
maximise their personal preferences. 
Equally, Mr Dworkin will have no truck 
with those who have turned liberalism 
into a philosophy of the pork-barrel. 


as an attempt to reconcile liberty an 
fraternity. Mr Dworkin has not succeed 
ed in reconciling them (the. best. attemp 
to do that remains, 300 years on, Joly 
Locke’s “Second Treatise on Govern 
ment”). But for countries where injustic 
and illiberality are endemic, including th 
United States (ask America’s homosex 
uals), Mr Dworkin provides | a saliën 
reminder of how important it is to aim fo 
that reconciliation. 





` bind themselves together for mutual pro- 


Odd men out 


Jews, protestants and freemasons: for 
Charles Maurras, the guru of the ex- 
treme right in France before the second 
world war, they represented Panti 
France. He might have added homosex- 
uals, whose activities incense his remote 
successor as leader of the National 
Front. But long before Mr Jean-Marie le 
Pen, the church had confused homosex- 
uality and heresy. And that meant death 
at the-stake. 

` The extreme penalty, as Mr Maurice 
Lever points out in Les Bachers de 
Sodom (Fayard; FFr95), was rarely ap- 
plied. There were only 38 cases between 
1317 and 1789, and these when homosex- 
uality was associated with a crime like 
rape or murder. The letter of the law, in 
the ancien régime, meant less than social 
status. The police considered lsmosex- 
uality to be something contracted, rather 
like a disease. Remove the possibility of 
contagion and les infames would likewise 
disappear. So the well-connected homo- 
sexual might simply be admonished and 
sent back to the bosom of his family. The 
less fortunate went to the Bastille. 

Homosexuality was largely.an urban 
phenomenon, and the material Mr Lever 
expertly deploys is overwhelmingly Pari- 
sian. His is a scholarly and compassion- 
ate -book, a window on to a world of 
pimps, provocateurs, blackmailers and 
plain unfortunates who made up ła man- 
chette, the gay Paris of the ancien régime. 

Marcel Proust, a homosexual who was 
also a Jew, thought that he benefited 
from being pushed to society’s margins: 
this imposed on him a kind of self- 
awareness. Yet Proust was active in 
support of Captain Dreyfus, and the 
1890s, the years of l'affaire, were the first 
of those exceptional moments in which 
Mr Eugen Weber thinks the “Jewish 
question” in France became something 
more than a purely parochial issue con- 
cerning the Jewish community alone. 
The second, of course, was the 1930s and 
the war years. 

Mr Weber’s. urbane exercise in coat- 
trailing leads off the 15 essays that Mrs 
Frances Malino and Mr Bernard Wasser- 
stein have collected in The Jews in Mod- 
ern France (University of New England 
Press, $30). Mr Weber comes near to 
denying the reality of anti-semitism (the 


What it amounts.to can be summed up 


Jews were one minority among others, 
the French had other things: to worry 
about). Mr Stephen Shuker, with some 
brio, sets out to explain it. The French, 
he says, not only accepted but welcomed 
Vichy’s early anti-semitic. legislation. 
The Jews, and particularly immigrants 
from central Eurcpe in the 1930s, were 
seen not just as an economic threat but 
as a group which put the plight of 
European Jewry before the interests of 
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their adopted country. 

Other essayists, Messrs David Landes, 
and Zev Sternhell, take. the opposite 
side...For Mr Sternhell, ‘anti-semitism 
was not just a fact of political life in the 
half century. from the 1880s, it was a 
crucial part of the political process. ‘If 
anti-semitism is the socialism of fools”, 
Mr Weber remarks tartly, “it is well to 
remember the preponderant weight of 
fools in all societies.” More important, it 
provided the means whereby the right 
could attract a mass audience. 

Behind the issue lies the problem of a 
Jewish identity. Was the Jewish commu- 
nity’s reaction to the Dreyfus case for so 
long muted because assimilation made it 
unwilling or unable to recognise l'affaire 
specifically as a Jewish issue? The same 
question may be asked, with even more 
force, about the Vichy years. Was. as- 
similation possible or desirable? The 
French might consider the Jews to have a 
dual loyalty: la France, mais . -< On the 

other hand, the Jews might se see assimila- 





tion. as a form of cultural imperialism: 
“the final solution”, in'a bitter Cen, 
“only without Eichmann”, bes 

The essays are: disappointing on the 
most significant event in recent French 
Jewish history, the influx of North Afri- 
can Jews since the 1950s. This has dou- `- 
bled the size. of the community, to 
around 700,000. It has also given French 
Judaism a new and more. aggressive ’. 
image. These are Jews who publicly _ 
assert their Jewishness, their right to be a 
different. 

Mr Jean Baubérot, in Le Retour des 
Huguenots (Cerf; FFr120), and. Mr An- 
dré Encrevé in Les Protestants en France 
(Stock; FFr98) share the concern that, by 
an irony of history, French protestantism 
risks losing its difference. 

The Concordat of 1802 gave the prot- 
estants back the freedom of worship they 
had lost with the revocation of the Edict 
of Nantes in 1685. But it neither gave 
them full equality nor did it restore their 
traditional organisation. In other re- 
spects, the early years of the Third 
Republic promised well. Protestants and 
republicans worked together to intro- 
duce lay schooling, and although protes- 
tant leaders were lukewarm about the 
separation of church and state in 1905, 
they assumed that. at the very least it 
would work to their benefit. 

Almost the opposite happened. Sepa- 
ration symbolised what Mr Baubérot 
calls “the second threshold of secularisa- 
tion”. Religion not only became a pri- 
vate matter, to which the state was” 
indifferent; it risked becoming irrelevant 
to society as well. This. virtually con- 
demned the protestants to remaining a 
minority church. 

Mr Baubérot treats his subject themat- 
ically, emphasising protestantism as a 
“lay religion”. Mr Encrevé provides an 
admirably clear chronological survey. 
Both accept the existence of a specifical- 
ly protestant sensibility, even in politics. 
Both think this sensibility is being blunt- 
ed. A religion that has, historically, been 
part of many oppositions no longer has 
an opponent. 

Perhaps this is the penalty of success. 
Sexual liberation, Mr Lever writes, has . 
merely imprisoned French homosexuals . 
in another ghetto. The French Revolu- 
tion, Mr Landes suggests, “emancipated ` 
the Jews, but not Jewishness”’. Is protes- 
tantism, Mr Baubérot wonders, moving 
towards an auto-révocation? : 





Jacques Chirac 


Call the knaves, 
Jacques 


LES CHIRAQUIENS. By Thierry 
Desjardins. La Table Ronde. FFr 95. 
JACQUES CHIRAC OU LES PASSIONS DU 
POUVOIR. By Maurice Szafran. Grasset. 
FFr 95. 


There is a Chirac legend. It concerns an 
intensely political animal, over-impulsive 
and under-principled, whose only lasting 
loyalty has been to his own career. Mr 
Thierry Desjardins may insist that his 
cronies adore him but his book shows 
how often they have disapproved of his 
actions. Mr Maurice Szafran was told by a 
Gaullist minister that Mr Chirac had 

*ainly scored a lot of political goals— 
except that they have been own goals. 

The record—and, since Mr Chirac re- 
mains obstinately reticent about his pri- 
vate life, that is all there is to go on— 
bears out the legend. When Georges 
Pompidou died in 1974, Mr Chirac, Pom- 
pidou’s favourite son and his minister of 
the interior, sabotaged the official Gaull- 
ist candidature, ensured that Mr Valéry 
Giscard d’Estaing would become presi- 
dent, and reaped his reward by being 
appointed prime minister. 

This first experience of cohabitation 
ended with Mr Chirac slamming the door 
of the prime minister’s palace at Hôtel 
Matignon. Seven years later, however, 
Mr Chirac repeated his coup. On the 
advice of Mr Edouard Balladur, now 
minister of finance, he did not stand in 
the 1981 presidential election. Mr Gis- 
card d’Estaing, the argument ran, was 
sound to lose and Mr Chirac, if he stood 
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as a rival candidate, would be blamed for 
the defeat. This year, by one of those 
pleasing paradoxes of the Fifth Republic, 
it was President François Mitterrand, 
head of state and le&der of the opposi- 
tion, who chose Mr Chirac as head of 
government—and so consecrated him 
leader of the right. 

Presidential candidates do need not 
just a national reputation (which Mr 
Chirac has possessed since the 1960s) but 
a party, a power base. Mr Chirac is a 
Gaullist by calculation: miscalculation, 
perhaps, since he opposed de Gaulle’s 
acceptance of Algeria's independence. 
Neither this nor his irresistible rise under 
Georges Pompidou endeared him to the 
barons who ran the Gaullist party in the 
1970s. So Mr Chirac achieved his aim of 
saving the Gaullist party by taking it over: 
in 1976, he founded the Rassemblement 
pour la République, imbuing it with his 
own brand of Gaullism. 

Just how elastic that term has become 
can be seen from Mr Desjardins’s book. 
He sees les Chiraquiens as a homogenous 
breed, born, as if by parthenogenesis, in 
1976. Yet the evidence of his own book 
shows how varied Mr Chirac’s followers 
are. His ministers, for example, range 
from the interior minister, Mr Charles 
Pasqua, a veteran of the maquis and of de 
Gaulle’s Gaullism, to the minister of 
social affairs and employment, Mr Phi- 
lippe Sequin, a technocrat and a good bet 
for the 1995 presidential election. 

Mr Desjardins’s unreliable guide fre- 
quently attributes phrases like “creeping 
socialism” to les Chiraquiens to explain 
their hostility to the platforms of centre- 
right politicians like Mr Jacques Chaban- 
Delmas or Mr Giscard d’Estaing. Apart 
from this, and a distaste for the extreme- 
right National Front (whose constituency 
Mr Chirac might nevertheless wish to 
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recapture), there is little indication, in 
either book, of any “Chirac platform”. 
References to Gaullism hardly help, ex- 
cept to bear out the General's probably 
apocryphal saying that when he was dead, 
they would be selling him off like nougat. 
As Mr Michel Debré, one of the last of 
the General’s Old Believers, told Mr 
Desjardins, if Gaullism means an inde- 
pendent foreign policy and nuclear deter- 
rent then Mr Francois Mitterrand is the 
greatest Gaullist of them all. 


BBC 
Poppeacock 


THE LAST DAYS OF THE BEEB. By Michael 
Leapman. Allen & Unwin. 299 pages. 
£12.95. 





It is fitting that this silly book should have 
such a silly title. These are not the last 
days of the BBC, nor does Mr Leapman 
think they are, as some apologetic final 
remarks show. But he does think that the 
BBC—which started in the 1920s as a club 
of radio-set manufacturers and is now the 
world’s biggest producer of television 
programmes—has been in decline for 20 
years. He also thinks that the BBCis likely 
to survive only in truncated form. 

Mr Leapman does not argue convinc- 
ingly fhat the BBC is in decline and his 
prognosis that it is about to fall is proba- 
bly wrong, too. He shows how the corpo- 
ration has become more professional, 
explains the government’s recent ham- 
fisted attempts to influence its output and 
recounts all the behind-the-scenes bicker- 
ing which is so beloved of the industry. In 
so doing, he overestimates the impor- 
tance of nearly every event he reports. 

True, the prime minister has installed a 
Thatcherite chairman (Mr Stuart Young, 
brother of a cabinet minister) and vice 
chairman on the board of governors. But 
Mr Harold (now Lord) Wilson, who fell 
out of love with the BBC at least as often 
as Mrs Thatcher does, tried a similar trick 
in 1967, Neither succeeded in stuffing the 
BBC into the government’s pocket. Last 
year, the then home secretary, Mr Leon 
Brittan, tried to ban a programme about 
Northern Ireland. He failed. 

The last straw, in Mr Leapman’s view, 
was the appointment in 1985 of a commit- 
tee chaired by Mr Alan Peacock to inves- 
tigate new methods of financing the BBC. 
(The committee includes Mr Leon Brit- 
tan’s brother, Sam: Britain’s great and 
good remain as close-knit as ever). The 
Peacock committee was set up as a result 
of earnest, if premature, questioning of 
the BBC’s role in the age of cable and 
satellite television, backed up by pressure 
from advertising agencies which wanted 
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“the BBC to show. commercials (Mr Tony. 
Benn, as postmaster general, had floated 
that idea 20 years earlier). The commit- 
tee’s recommendations do not sound like 
-the death-knell for the BBC. It is likely to 
remain the biggest producer of radio and 
television programmes for decades. Its 
monopoly was lost long ago. 

Mr Leapman is a former newspaper 
_ diarist and it shows. He sees petty power 
struggles everywhere and his myopic sen- 
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Song of Lebanon 







Hollow-cheeked and waif-like, Fairuz 
sings of an idyllic Lebanon of villages, 
“streams and mountains. But the haunting 
edge of her voice underlines that coun- 
-trys tragedy. Sanarji'u yawman (“We 
wilftreturn one day”) used to be shg for 
the: Palestinians. Now she sings it for all 
Lebanon's diaspora, for Christian and 
Muslim, factional zealot. and political 
agnostic. 

Since the death of Egypt's Umm Kalth- 
oum; Fairuz has remained unchallenged 
as the Arab world’s leading singer. Where 
Umm Kalthoum exemplified a classical 
tradition going back to the original gasida 
(odes), Fairuz is eclectic in a way that is 
peculiarly. Lebanese. She starts with the 
vernacular of Lebanese folklore and then 
embraces the cosmopolitan strains—both 
European and Armenian—of Lebanon’s 
cities. The result is a repertoire as accessi- 
ble in the Middle East as the Beatles’ in 
the West. — 

< This. accessibility is highly prized. 
‘When Fairuz filled London’s Royal Festi- 
val Hall at a recent concert, the box-office 
ake of £140,000 broke Frank Sinatra’s 
record by: £60,000 and tickets changed 
hands. for thousands of pounds, . even 
though the Lebanese musicians had been 
kept from rehearsals by Beirut’s violence, 
and the extra British musicians hired for 
the event. had seen-the score only days 
beforehand. 




































fore the music becomes. rootless? The 
tension between the familiar and the 
innovative in Fairuz’s. repertoire is be- 
coming uncomfortable. Lebanese, and 









If a nation’s soul lies in its music (and why else. do- politicians 
-commission national anthems?), then Lebanon's soul lies in Fairuz. 
She is the Arab world’s most popular singer and—though little-known 
elsewhere—among the world’s most highly paid 








How far can such accessibility go be- 


every change is for the worse. The heart 


of. his book’ is a series of interviews, 
reproduced almost verbatim and illustrat- 














ed by some flat des&iptions of the weath- 


er, The excuse for this trivia is Mr Leap- 
man’s ‘belief that “examination of how . 


people. behave at critical times, and why, 
provides insights into. them and the insti- 
tutions to which they belong”. His book is 
a convincing refutation of that thesis. 


other Arab, émigrés have grown up with 
the tunes of Fairuz’s ex-husband; Assi 
Rahbani (who died in Beirut in mid-June) 
and the lyrics of his brother Mansour. 
Fairuz also. sings the music of her son, 
Ziad Rahbani. The Rahbani. brothers 
took the myriad sources of Arabic.mu- 
sic—from Lebanon’s Christian liturgy to 
the muwashshah of medieval Spain (from 
which today’s flamenco music derives)}— 
and expanded them. In contrast, Ziad, 
now captivated by modern jazz; wants to 





“How poor are. they that have not pa- 
tience”, cried Iago. When the American 
actor Sam ‘Wanamaker played the part in 
1969 to Paul Robeson's Othello, he must 
have taken these lines to heart. Seven- 
teen years, a legal dispute and a £7.2m 
out-of-court settlement later, Mr Wana- 
maker’s Shakespeare Globe Trust has 
been given a 125-year lease on land close 
to the Bard’s original place of work in 
London. The rebuilding of a new 1,500- 
seat Globe Theatre can, at last, get 
under way. 

Mr Wanamaker has flown to America 
to raise the £12m needed for the con- 
struction. But it is not just money that he 


Atlantic. It is.expertise too. America i 
other country—in authentic ‘perfi 


~ raising organisations) in New York, 
ago, Houston and Los Angeles; anothe: 


timentality encourages him to think that 





All’s well that ends well 














will have to. bring back from across the _ 


far ahead of Britain—indeed of any 







Fair Fairuz 















plant foreign seed in Lebanon’s culture 


-Fairuz sings the plaintive Khalik -bil-bai 


(“Stay at home”) with an orchestratior 
and phrasing ~ reminiscent of Elk 
Fitzgerald. 

The hybrid has yet to flourish, bu 
Fairuz commands her audience regardles: 
of the idiom. In the end, it is pointles: 
trying to define her by the music. Likę 
Billie Holiday, she transcends. her materi 
al.. She stands alone in the spotlight, the 
only movement an occasional, abrup 
jerk of the right arm. And a deep, velvet: 
voice with a spell all its own. 

























is being set up in Denver. America runs 
over: 50° Shakespeare: festivals a year, 
many in mock-Tudor theatres, Of these, 
the oldest is San Diego's!Old Globe; the 
biggest the 45-year-old complex in Ash- 
land, Oregon, which has three. stages; 
the most expensive probably the $25m 
theatre in Anniston, Alabama, but the 
finest (at least in Sam Wanamaker’s 
opinion), the open-air structure at Cedar 
City, Utah. 

No surprise then, that many academics 
from North America have been advising 
an architect, Mr Theo. Crosby, how to 
design the most Globe-like theatre possi- 


‘ble—and still meet. the fire regulations 


(the first Globe theatre burned to the 
ground in 1613). Mr Richard Hosley of 


‘the University of Arizona, for instance, 


ade the first drawings. Mr John Orrel, 
a British academic working in Alberta, 


did the research on the dimensions, 
“proportions and orientation of the origi- 
- nal. O, brave new world . 
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#-— THEWY WE © 


DEVELOP MANAGEMENT 


SKILLS, AT HENLEY, 
IS STRICTLY BUSINESS. 





BUSINESS is the key word in Henleys unique 
approach to making the most of management. 

It is no longer enough for key personnel to have 
undoubted ability and superb skills. 

Their talents need to be properly harnessed and 
integrated. This is where Henleys singular combin- 
ation of academic excellence and business 
acumen comes into its own. 

Sound practical 
experience is essential . 
in today’s business 


environment and the 
practical nature of Henley 
enables managers TS 
to reach their full 
potential. 


We believe 
in nurturing indiv- 





















We at Henley have an ever-expanding 
programme of residential, in-company and Distance 
Learning courses supported by our valuable links 
with Brunel-The University of West London and 
The Henley Centre for Forecasting. 

Today we offer a full range of services varying 


from the development of individual managers 


through to long-term strategy 
development and organisational 

change. 

No other college can 

A As a so perfectly tailor a 

management education 

wta package to fit the 


organisation or 


e. P ame. individual. 


needs of a particular 


T To discuss how 


a% Henley can meet your 
8 or your companys 
* needs phone Professor 
me David Farmer or Jennie 


idual managers 4 pr 
over a career Pee 
span. We see 

ourselves as a 
















resource which PP Laird on 0491-579086 

managers will have P-ta or write to:-Henley 

the chance to gall es —The Management 

return to. To be * College, 

refreshed. To Greenlands, 

step outside the Henley-on- 

daily routine. A Le ` i i Thames, 

Toenablethemto PF " oF j g 4 Oxon RG9 3AU. 

develop a greater perspective. All things which 4 

are difficult to benefit from in the normal tore EN LEYS 

course of a job. p 4N T HE So 
Dk. O AGEMENT cot E 

a eee <7 
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Master of Business Administration and 


Doctor of Business Administration. Op- 
tions available in Health Administrati 
and in Mai . NORTH- 


LEARN TO SPEAK FRENCH 
BY TOTAL NATURAL IMMERSION 


with French participants for 7 
Intensive days in the DORDOGNE 
Chateau LA VALOUZE 
tel. 53.9144 28 J.L Lefèvre CIEL.BP.180 
24490 LA ROCHE CHALAIS -France 


ter programme on the French Rivi- 
era. State age, goal level and time 
available, 


The French and American Study 
Center, BP 176, LISIEUX 14104 Ce- 
dex—FRANCE. Tel: 31.31.22.01. 


Want to Move Up? 


Sloan 
Fellowship 
Programme 








is exclusive to London Business Schoo! in Europe 
@ For ambitious, already successful men and women in the 30-40 
age range, who want to climb higher 


@ With 40% of participants from abroad it is a truly international 
management programme 









sponsored by the organisation for which they work 






Sloan Information Evening 


We invite you to attend our next information evening on Thursday, 
24th July from 6.30 pm until 8.30 pm. Please phone NOW to 
reserve a place. Ring Hazel Cooper, Registrar, on 01-262 5050 








Please send me a Sloan Information Pack 


Name = 
Company 
Address 














Sloan Fellowship Programme, London Business School, 
| Sussex Place, Regent's Park, London NW1 4SA. 


= LONDON BUSINESS SCHOOL 






@ A unique 9 month full-time General Management Programme, it 


@ Places are limited to just 40 participants and they will mainly be 


@ The next programme runs from 29th Sept 1986 to 3rd July 1987 
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KA% University 2 BUDIC-FORUTY o: 
s de la Romande | | © iaga courses uaes sd ones 
3 t Se E featuring those used to train U.S. State 
Intemational University offers i Dept. personnel in Spanish, French, Thai, 
ternal degrees. Full credits fi n 
ife /career experience. E ~ Gao Goa Learn 
Neil G ‘ompany, — 
Datena || a foreign 
udbury, Suffolk, England. - langu eon 
! your own! 
a aoran u AaS 
Royal Economic E r pera 


Society Conference 


Thursday, 17 July 1986 
impara College of 
Science and Technology 


Making 


Part-time (Two evenings and an afternoon +. 
for 


O T Faas Silberston, Imperial 
Colege (01-500 8111, at nO, f 
Members £15, members under the age of 30, 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for people who want to be more effective a 
secure in their Jobs or Professions. 





industry. We will assist you in completing your degree requirements 
Leper without formal classes or seminars at your Own pace and time. 


Send detailed résumé on work lite and academic experience for a no 
cost evaluation. 


PACIFIC WESTERN UNIVERSITY 








London, Paris, Madrid, Heidelberg, Strasbourg. 


Schiller 


. . . 
International University 
Associate, Bachelor & Master degrees in 
BUSINESS ADMINISTRATION-HOTEL MANAGEMENT, 
LAW/PUBLIC ADMINISTRATION-INTERNATIONAL RELATIONS. 
Computer Studies, Pre-Eng/Pre-Med, Art, French, Spanish, German, 

English, College Prep. Courses. Language of instruction-English. 

@inter campus and US transfer. @BBA & MBA evening classes in London, Paris & Heidelberg. 
Schiller International University 

om D3, 51-55 Waterloo Road, London SE1 8TX Tel:(01)928 8484 
Telex: 8812438 SCOL G. Accredited AICS, Washington DC, USA 
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Corporate Finance Oxford in London 


vening Programme 
For Managers 
and Professional Staff 


< This Programme meets on Monday evenings throughout the academic year 
so that otherwise fully committed managers can attend an intensive 

_ programme covering accounting, corporate financial decisions, and financial 
-planning and policy. The Programme provides a thorough coverage of the 
groundwork and current issues in corporate finance, and is taught by 
experienced faculty of the’ London Business School. 


Dates and Fees 
Wholeprogramime: 6th October 1986- 29th June 1987 £1850 


First Terr: Accounting Tools for Managers 
6th October~ 8th December 1986 £750 Price: £1,750 including dinners and residential 
Second & Third Term: Corporate Finance weekends, 
L2th January ~ 16th March 1987 Course Director Pas 
27th April 29th June 1987 £1400 Dr. Jack Broyles, Fellow in Finance. 
Mer and all materials included in fee. For further details apply to Michaela Bargent, 
l : Tel. (0865) 735422 Telex 83147 attn TEMCOL 
a.detailed brochure please contact: ; 
be E l Telecopier (0865) 736374 
an Park, Registrar, Corporate Finance Evening Programme, . 
ndon Business School, Sussex Place, Regents Park, London NW14SA. 


-262 5050 Ext. 268 


The Oxford Corporate 
Finance Programme 
Part-time 6Oct-29Nov 1986 


This authoritative and comprehensive part time 
finance programme is being made available in 
London for managers in both non-financial and 
financial companies, who require a deeper 
understanding of corporate finance, accounting 
and financial analysis outside office hours. It 
meets on fourteen evenings in London and three 
weekends in Oxford, and is completed within two 
months, Based on-up-to-date material, the 
programme is presented by noted authors who 
are among the most experienced finance - 
teachers in the UK: 


~, Templeton College 


‘POINTMENTS _ 
ECONOMIST 
-Cental Londan) 


ey Centre is creating two ; 5 a | tt Bo re / Ts 
jomist: positions: ho ti- ae miis { i o£ eee 
would have .2 good rst i BD N y : 


p and a postgraduate qualit © = ~ Executive Search and Selection Consultants 
h ly nevi ar one) A ure | BIRMINGHAM, CARDIFF, aa LEEDS, LONDON, MANCHESTER, NEWCASTLE, SHEFFIELD and WINDSOR 
‘sired Song with an interest in Economist 

SUK and erin Taree City, With precious metals capability, 


econometric techniques £13,000, Excellent Benefits 


d T an advantage for one of 
osts. 
uccessful candidates will join 
and a aaja group of 
cial scientists with up-to-date 
mputing and research re- 
‘urces at their disposal. Individ- 
« responsibility and an ability to 
ply research to the needs of the 
re's business clients will be 
r features of the posts. Ca- 
advancement will be rapid for 


people. 
talary will be competitive whilst 
lecting qualifications, age and 
(perience. Apply in writing, en- 


lo ig CV to: 
1 Ormerod, Director. of Eco- 


omics, The Henley Centre for- 


ing, 2- Tudor Street, 
ckiriars, London EC4Y OAA. 


This leading international bank, established in London for some 70 years, has 
built its reputation on trade finance and its operations on the world’s 
financial markets. The Economics Department needs to expand its numbers in 
EN to fulfil the increasing demands for analysis covering a broad range of 
subjects. 

Reporting to the Head of Department, this position will suit a generally based 
economist who has additional knowledge in the expanding international 
money markets and a clear understanding of the supply, demand and market 
mechanisms of precious metals. 

Candidates should be able to show the above abilities through a good degree, 
preferably with pertinent experience in the City, other trading entities or- 
research institutions. The personality of the selected candidate should be 
such as will gain and keep the respect of peers and management and 
enhance the reputation of themselves and the Company. 


* Male or female candidates should submit in confidence a comprehensive CV. 
“or telephone for a Personal History Form. to I.L. Duff, Hoggett Bowers plc, 
_1/2 Hanover Street, LONDON, WIR 9WB, 01-734 6852, quoting Ref;18122/E. 





APPOINTMENTS 





‘University of — 
‘Newcastle Upon Tyne/ 

-Newcastle Upon Tyne 
Polytechnic 


Department of Economics 
Applications are invited for the post of 
“RESEARCH ASSOCIATE to work ona 
project on the Econometric Analysis of 
the Growth in Numbers Claiming Inva- 
lidity Benefit undertaken by the Depart- 
ment of Economics (University) and 
School of Economics (Polytechnic) and 
funded by DHSS, starting in September 
1986 for a period of 18 months. 


Applicants should have a postgraduate 
qualification in Econometrics/Econom- 
ics, and previous experience in applied 
research would be an advantage. 
Starting salary will be up to £9,880 per 
annum on the Range 1A scale: £8,020- 
£12,780 per annum according to quali- 
fications and experience. 

Further particulars may be obtained 
from Professor A. J. Hughes Hallett, 
Department of Economics, University 
of Newcastle upon Tyne NE1 7RU, with 
whom applications (3 copies) with cur- 
riculum vitae and the names and ad- 
dresses of three referees, should be 
sent not later than 30 July 1986. infor- 
» mal inquiries may be made in the first 
instance to Mr i. Molho in the Depart- 
ment. Tel: 091-232 8511, ext 3586 or 
Phil Hoimes in the School of Econom- 
ics, Newcastle upon Tyne Polytechnic. 
. Tel: 091-232 6002, ext 3911. 





















AGRICULTURAL 
ECONOMIST 


The international Laboratory for Research on 
Animal Diseases (ILRAD), Nairobi, Kenya, is an 
internationally funded; major institution with the 
mandate: ot doveionitg, improved methods of 
control for important diseases: of livestock. At 
present the diseases under study are trypanoso- 
miasis and thelleriosis. The multidisciplinary re- 
search programme includes biochemistry, moiec- 
ular bioiogy, immunology, cell biology, 
pathology, parasitology, electron microscopy and 
entomology. with appropriate supporting units. 
Applications are invited for the position of Agricul- 
tural Economist (Ref: SC/86/13) to join a newly 
established unit to assess the factors related to the 
control of animal diseases and to determine the 
economic, social and environmental implications 
of improved disease control, 
Applicants will have a doctorate in Agricultural 
Economics. and either substantial experience in 
livestock development or tropical African agricul- 
ture. Applicants must have the ability to extrapo- 
fate farm: tevel data to regional and sector aggre- 
. gates. Strong reference will be given to applicants 
‘with competence in. policy analysis. Additional 
qualifications include exposure to farm surveys in 


“tists and the use of computer systems. rn in 
French will be advantageous. 

This is an internationat staff position and the 
salary will be paid-in US. dollars. initial salary wilt 
be determined by qualification and: experience. 
Moving, housing, commutation and education 
allowances are paid and there are medical and 
retirement benefits. Applicants should include 
current curriculum vitae and the names and 
addresses of three.referees. Applications, citing 
the position reference number, should be sent by 
15 August 1986 to: 


The Chief Personnel Officer 
iLRAD 


PO Box 30709 
Nairobi, Kenya 


Trent Polytechnic 


DEPARTMENT OF BUSINESS ANS 
MANAGEMENT STUDIES 


RESEARCH ASSISTANT/ 
DEMONSTRATOR IN EUROPEAN 
BUSINESS RESEARCH 


(6,324-£7,122 per annum, pay award 
pending) 

Applications are invited from graduates 
with a good honours degree in eco- 
nomics, management, business or in- 
ternational studies to join a project on 
“Processes of Industrial Change” in 
selected manufacturing sectors in 
Europe. 

The successful candidate would be 
expected to register for a higher 
degree. 


Further details and forms of application 
are available from the Staff Officer, 
Trent Polytechnic, Burton Street, Not- 
tingham NG1 4BU. Closing date 1 
August 1986. Please quote Post Ref 
No 80314. 





University of Canterbury 
New Zealand 


SENIOR LECTURER OR LECTURER 
IN BUSINESS ADMINISTRATION 
(Production Management or 
Organisational Behaviour) 


Applications are invited for a position, 
as above, in the Department of Busi- 

ess Administration. Applicants should 

ave a PhD degree or an equivalent 
tesearch record. Preference will be 
given to candidates with a capability 
and research interest in production 
management or organisational behav- 
iour. The appointee will be expected to 
teach in the undergraduate (BCom) 
and graduate (MBA, MCom and PhD) 
programmes. 


The salary for Senior Lecturers is on a 
scale from NZ$37,000 to $47,000 per 
annum and for Lecturers is on a scale 
fram NZ$28,000 to $35,000 per 
annum. 


Further particulars and conditions of 
appointment may be obtained from the 
Association of Commonwealth Univer- 
sities (Appts), 36 Gordon Square, Lon- 
don WC1H OPF. 


Applications close with the Registrar, 
University of Canterbury, Private Bag, 
Christchurch, New Zealand, on 29 Au- 
gust 1986. 









MERGERS AND 
ACQUISITIONS 





University College, Oxford 
LECTURERSHIP IN ECONOMICS 


The College proposes to: appoint a 
lecturer for a fixed term of one year 
from 1 October 1986 at a stipend in the 
range of £4,000-£7,500 plus ..certain 
allowances. 

Applications with a curriculum. vitae, 
including areas of Economics ‘which 
can be taught, and two. confidential 
references, should. be sent not later 
than 16 July 1986 to the Senior Tutor, 
University College, Oxford OX1 4BH, 
from whom further particulars may be 
obtained. 








University of the 
West Indies 


Cave Hill Campus, Barbados 
Applications are invited for the follow- 
ing posts: 

PROFESSOR OF MANAGEMENT 
STUDIES 


Faculty of Social Sciences 


Applicants should have competence in 
Quantitative Methods and Information 
Systems and/or Marketing. Duties to be 
assumed by 1 September 1986 or as 
soon as possible thereafter. 


PROFESSOR/SENIOR LECTURER 
IN ECONOMICS 

Faculty of Social Sciences 

Applicants should have competence in 
Quantitative Areas of Economics and a 
strong research and publication record. 
Duties to be assumed by 1 October 
1986 or as soon as possibie thereafter. 


Salary scales (under review) Profes- 
sor: in the range BDS$58,644-72, 144 
per ..annum. Senior. Lecturer: 
BDS$41,976 x 1,368-50,184 x 1,464- 
54,576 (B) x 1,464-57,504 per annum. 
Up to five full economy class passages 
plus baggage allowance of US$1,200 
on appointment and normal termina- 
tion. Special allowance up to US$400 
for shipment of academic books and 
teaching/research equipment on ap- 
pointment. Unfurnished accommoda- 
tion at 10% of basic salary; or optional 
housing allowance of 20% of basic 
salary to staff making own housing 
arrangements. UWI contribution of 
equivalent of 10% of basic salary to 
Superannuation Scheme. Annual 
Study and Travel Grant for self, spouse 
and up to three children. Book Grant up 
to BDS$600 per annum. Detailed appli- 
cations (three copies) giving full partic- 
ulars of qualifications and experience, 
date of birth, marital status and the 
names and addresses of three referees 
should be'sent as soon as possibie to 
the Campus Registrar, University of the 


West: Indies, PO: Box 64, Bridgetown, _ 


Barbados. The University will send fur- 
ther particulars for these posts to all 
applicants. These particulars may also 
be obtained from the Association. of 
Commonwealth. Universities (Appts), 
John Foster House, 36: Gordon paan, 
London: WC1H OPF. 









University of Nottingham 
Department of Economics 


A PART-TIME TUTORIAL 
ASSISTANTSHIP 


in Economies is available for the 
demic year 1986/87 witha possibi 
extension. Applications are invited 
recently qualified graduates with a 
orti) single or joint honours degr 
either Economics or. Econometri: 
Agricultural Economics: Or. & rec 
qualified Masters student in these 
ject areas or from a PhO candi 
The person appointed would be 
pected to either register for'a part 
higher degree by research at No 
ham or to be registered for (or w 
up) a higher degree by researc 
another institution. Salary pro rate 
to 0.6 depending on contract) £7 
per annum (under review). 


Applicants should write, giving 
names of two referees, to Prof 

J. Rayner, Department of Econo: 
University. of Nottingham, . Univ: 
Park, Nottingham, NG7 2RD. Tel; 
506101, ext 3100. 








University of Oxford 


UNIVERSITY LECTURESHIP 
IN AGRICULTURAL ECONOMIC 


The University proposes to appo 
University Lecturer in Agricultural 
nomics, with a primary: interest in 
cultural development, fram 1 Jar 
1987 or sooner if possible. The lec 
ship.may be held in.conjunction.« 
Research Fellowship at Wolfson 
lege. The stipend will be accordii 
age on the scale £8,020 to. £16,76 


Superannuation ‘Scheme (USS) ui 
at present a member of FSSU.. > 


Applications (ten typed copies; a) 
in the case of overseas applicants 
need send only one typed copy} to 
er with the names of three refi 
should be sent to Mr G. H. Pe 
institute of Agricultural Economics 
tle Clarendon Street, Oxford OX1 

so as to arrive not jater than 12 

tember 1986. Separate applicati 
not necessary for the associatec 
lege post. The choice of the appo 
bodies will not necessarily be limit 
those who apply: 





APPOINTMENT 
WANTED 


French/American 
educated 
Engineer, MS in Business, Columbia MI 
international economics. Seeks entry pos 
in any Trade/Management related fields. 


ent Spanish and Arabic. Experience in | 
nomis. Consulting: Willing to travel 


: x fue de Larade 75008, Pi 
4-45: 32.38.80 


\PPOINTMENT 


INTERNATIONAL PROPERTY . 





THE UNIVERSITY OF NEW ENGLAND — 
Equal Opportunity is University Policy 


DEPARTMENT OF ECONOMICS 


LECTURESHIP 


Applicants should possess a higher degree in Economics or have comparable 
` experience, and be well-versed in the main branches of modern Economics. 
Research potential is important, and proven ability will be regarded favourably 
when applications are considered. 





HOLIDAY HOME INVESTMENT 
ST IVES, PENZANCE 


From £23,950. New two-bedroomed cottages 
in grounds of Tudor Manor. Full Manage- 
ment. Can be self financing. indoor leisure 
complex. Restaurant, eit. 


KENEGIE MANOR 
GULVAL 


FOR SALE 
FRANCE 

Large cans in century adjacent 
Chateau de Versailles in perfect condi- 
tion—-Park and dependencies, 
FFr6,800,000. 

E, CORNWALL D.G.V. Mr Suant, 84 rue St-Lazare, 
TEL: 0736 66671 75009 Paris. 















HOTEL IN AMSTERDAM | 


An elegant first class hotel in the haart of 
Amsterdam's shopping, - cultural, and 
business centre, conveniently situated 
near the Van Gogh Museum and. Rijks- 
museum: Facilities include meeting and 
conference rooms, sauna, solarium: and 
fitness-room. 

Selling Price US$ 3.5 million 
Box No 3482, The Economist, 25 St 
James's Street, London SWIA 1HG. 


SWITZERLAND 
ANDERMATT AM GOTTHARD RESORT AREA 


Have your own modern apartment in the centre of one of Switzerland's famous international playgrounds. 
A skiing paradise for the novice and expert alike, an unspoiled alpine flora for the hiker or. mountaineer or 
just to enjoy and relax. A wise and sound investment with a constant growth, direct from the developer and 
builder. Bau A. G. Eratietd-Andermatt, Bigl.log. H. Kiviner, CH 6472 Erstteld/Uri, Tel: (044) 5 12 22. For 
info in the US call Atomie Constr, tac (313) 885-7400 after 19.00. 

Cail to visit property—no obligation 


GLOBE PLAN S.A, Ay. Mon-Repos 24, 
CH-1005 Lausanne, i 
Tet: (021) 223512 Thx: 25185 melis ch. 


SALARY: $A27,233-$A35,777 per annum. 
CLOSING DATE: 21 August 1986. 
POSITION No: 493. 


The appointment wil be to the permanent staff but the University reserves the right 
to make the appointment probationary where it considers this appropriate. 

Other conditions. include superannuation, assistance’ with travel and removal 
expenses and with buying or building a house in Armidale. 


Applications including the names and addresses of three referees and stating the 
position number should be sent-to the Staff Officer, University of New Engiand, 
Armidale, NSW 2351, prior to the closing date. Applicants should forward a copy of 
thig advertisement to their referees and ask them to send their reports direct to the 
Staff Otficer, Mr B. G. Turner, marking their envelopes ‘Private and Confidential’ 
and quoting the position number, before the above closing date so as fo expedite 
the appointment process. ; i 


ARMIDALE NSW 2351, AUSTRALIA. 








+ | SWITZERLAND 
Sale to foreigners authorized 
Buy your STUDIO, APARTMENT or CHALET on LAKE GENEVA, MONTREUX 
or in one of these prestigious summer and winter-ski resorts: CRANS-MONTANA, | 
VERBIER, VILLARS, LES DIABLERETS, CHATEAU-D’OEX/GSTAAD & JURA 
from Sir. 110'000.- 60% credit at.6'/2% interest for 5/20 years. 
52.ruedeMontbrillant Tél, 41-22/34 1540 
CH-1202 GENEVA Télex 22030 





BUSINESS OPPORTUNITIES _ 


MECHNICAL-PATENTS being regis- aa 

“red worldwide need finance. High | the appropriate professionel advice 
jarnover and profit. Write under : 
524° to Publimedia, PO Box 5, 
037 Vienna, Europe 





BUSINESS & PERSONAL 



















IPUTER FLOPPY DISCS. Bulk 
ted Sin from 35p, Sin from 99p, 
=n from £2.49 each. Sterling FOB UK 

rt, BOLTON WELLS LTD, 746 Finch- 
Road, London NW11 7TH. 





A £5,000 into 
£64,000 injustSyear 
A ie audited track 


recor 






THE 
ECONOMIST 


A Limited liability 


only. 
Contact: Cipher 97-1018 Triservice SA, 7 
Maisonneuve, 1219 Chatelaine/Swit- ees ‘i 
Minimum investment 


ch 
zerland who will transmit. 







































An E ad A Futures managed £5,000 or sterling 
opportunities LOOKING FOR account programa. Saucier aad 
meatatitecersiors.. |) | COMPUTER DEALERS || [704meters ra} 
25 St James's Street i for IBM ibi : 640 kb A A 
London SWIA IHG | lor compatib e po/xt: ' EE 
Telephone: 01-839 2 x. 360. kb floppy disk, colour/ 
Telex 24944 ECON gra hic card, composite monitor, | | į . 
or £700, same with 20mb hard disk, i i 1 
Margaret Mediock £1175. Large discount available l Post CODE i ; I 
The Economist Newspaper Lid on 10 packages or more. ! . ne maar 
10 Rockefeller Plaza Mr Torbin Worm, T. K. Revisi 1 Telephorie 2 
New York, NY 10020 r Torbin Worm, T. K. Revision, | | i ; i 
Telephone: 212541 5730 Amadertorv 31, 1160 Copenha- | Computer System Trading Company Ltd, 5-9 Hation Wall London ECIN 8PX. 


Telex: 148393 gen K, Denmark. Tel: 01 142951. 


summons Te! ()) -405 8494 W Jelex: 22553 CSTC W Fox 01-405 7417 





BUSINESS & PERSONAL 


















HOTEL NUMBER EIGHT | | [ _wowramee —_,||[ OVERSEAS POSITIONS | | LON2O®, KexsINcTON we. su 


flat, two double bedrooms availe 












a small luxury hotel in‘ London's AIR CONDITIONING Hundreds oftop | duly onwards: 01-937 9080. 
West End from now, Tax-free Misiiinniirmaneanarem nnana 
excellence in comfort & service 
Single bedroom £39 plus vat TEL. OL st 3262 STAYING IN LONDON? 
Double or Twin £40 plus vat 





ACE 


‘| Take a luxury service suite in 
* sumptuous buffet breakfast” col- 













Be RTPI N CENTRAL LONDON Georges Employment Services, Dept | | James's from only £50 (+ VAT) j 
our tv, radio.” direct dial telephone * EC, PO Box 460, Town of Mount Royal, night, for 2. Every comfort. Priv 
hair dryers * tea/cottee/chocolate in SHOWROOMS Quebec, Canada H3P 307, a y 


telephone. Exceptional vatie. R 
bedroom * most rooms with private |, p Pr yi 




















































faciliti Street Chambers, 3 Ryder Street, Di 
eens CUT THE COST OF TRACING YOUR ANCESTORS? | | Street, St James's, London SW1. 1 
01-930 2241, 
hoigh ern pant, YOUR STAY IN LONDON ||| nai onas : 
South Kensington, Take a furnished, -self-contained -service Š S. Pounll emer 
London SW7 4HH apartment in Knightsbridge, near Harrods. 2S. Powel 
Telephone 01-370 7516 Fully equipped kitchen-dinette, bathroom, Worldwide Ancestry AUTHORS WANTED BY 
phone, colour TV, central heating, elevator. 28 Loughwood Close, NEW YORK PUBLISHER 
Suit 1-2 persons. Brochure by airmail. Boyatt Wood, : i 
HOW W. D. GAN N Knightsbridge Service Apartments Eastleigh, Hampshire, Leading book publisher seeks man 
45 Ennismore Gardens, LONDON SW7 England Scripts of all types: fiction, non-fictie 
MADE S50 MILLION Tel: 01-584 4123 Telex 261261 Globe G 


Poetry, scholarly and juvenile work 


9703 615843 etc. New authors welcomed: For cor 














TRADING 



















plete information, send for free. book 
COMMODITY KNIGHTSBRIDGE INTERNATIONAL | [er Yandgo Prasa, 516W, “d 
MER UTE | | GREEN HOTEL ||| „JOB HUNTING? | | 
A small family owned and tun hotel close to the jfile plication ciety the tee MA Ales 
a RE ory Ry oe H 955) roes one he ee ee services we offer: INTERNATIONAL 





English or Continental breakfast to order. 





COMMODITY FUTURES AND STOCKS Ce r a SINESS 










‘ 35 Piccadilly 
HE ALSO LEFT BEHIND HIM A STEP- First Floor, Suite 101 
BY-STEP GUIDE OF HOW HE MADE WIV 9P8, England 
HIS FORTUNE, = - a ano WI APA, nn 


Fasc n over 50 years to compile this great : fore ‘pee AES ATER ONAL 
. He also to publish 2 

ence fated S0 you want sansa Associatta IrEANATONAL 

Why? Because he wanted others to avoid the 


90274, or call (203) 541-6356 
heartbreak and losses he experienced in his early t L t à 
“When we know the past we can predict te future. 0 earn 0 


years before he devised his fortune-making 
Methods. 
That's why time cycles predict the trend of com- Fi 
ê 













modities, stocks and business. 


HANDWRITING ANALYSIS 


Suspect Documents: Exa inerot Forged/ 
$ A n o : -f1 Anonymous writing, 

tampon maney hr an ay ma ot _,,, LEARNATANY OF OUR __ Also Pateonnel Character Assessment 
THE LANTERN LETTER usas W. D. Cas methods FOUR SCHOOLS AROUND LONDON $ P, Lavell 


s : ; 9 Village Close, London NW 5AH. 
FREE. . . ‘Phone or write for sample London School of Flyin Denham School of Flyin -01.794 6060.. 
copy of THE LANTERN LETTER. Elstree Aerodrome heale ainra Uxbridge, Middlesex Ya Fol G1 - 












“THE EE eBiggin Hill School of Fiying ¢Blackbushe School of Flying 
Bishop s Stortford, Biggin Hill Airport, Ken Camberley, Surre 
LANTERN fescueszow f av ae ye INFORMATION 
LETTER Tot: Gone passe Ring anytime to receive our FREE On any subject 


Colour Brochure and Audio Cassette. Ñ * ; Í phe aasS products vast he 


market studias-economics: 
Science-technology-gc 
D NE NOW ON OUR 
zaw pontine = 01-953 0621 


At last, your own marketing 
operation in the UK 
but without any overheads... 











Sales £25m Paper Products from French, German anid Dutch Manufacturers 
js, | M P EX Impex now wish to diversify and entet new market areas within UK. 
@ arty i IMPEX OFFER: Sie 
r * SOPHISTICATED COMPUTER SYSTEMS 
: apex kouse, Paper Mews, Dorking > SALES SUPPORT 
Bad * CREDIT CONTROL 
Tel: (0306) 880118 Telex: 859330 









* EXPORT MARKETING ABILITIES 
Fax: (0306) 884980 * STORAGE AND WAREHOUSE FACILITIES 


Contact: H. Carmichael or P, West with your products and ambitions. Let's see if we can do'a good job together. 
A Sectionchoice Limited Company Ps 





ECONOMIC AND FINANCIAL INDICATORS 1- 


UTPUT, DEMAND AND JOBS Japan's industrial THE ECONOMIST COMMODITY PRICE 


aving fallen in April; output was’ 1.8% lower than 


production rése 0.4% in May, 
it had been in May 1985. -in 


ebruary, the output of Spanish industry was 4.7% higher than it had been a year 
arlier. Japan's unemployment fell in May to 2.7% of the workforce, but remained 
igher than it had been 12 months earlier, one of five countries in our table where 


vbless rates have risen. 


1 year 
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+ 3.2 (2 
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3mthst 1year 
~ 0.5 + 4.7 (3) +74 + 5.6 (9) 7.8 (5) 84 
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unemployment % rate 
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„FOCUS: GROWTH This year, accord- 
ing to projections by the World Bank, 
NP growth in low-income Africa will 
higher than that in any other group 
‘of countries except low-income Asia. 
P it will be the first time since 1965 that 
Atrica has outstripped middle-income 
_ oil importers, oil exporters or industrial 
economies: after last year's misery 
__ (when GnpP rose only 0.8%, less than 
population growth), recovery should 
be strong because agriculture is reviv- 
ing after the drought. If fast growth 
“continues in low-income Asia, it will be 
-largely thanks to India and China. As a 
` whole, developing countries may grow 
by 4% if those two giants are included; 
if they are not, projected growth slows 
o 3-34%. 


OTAOTS 


pared with average of previous 3 months, 
ECONOMIST JULY 5 1986 


aringa; Japan, and Swiizadand, monthly earnings; Belgium, 
for all employees. 


ga Low-income Africa 


Low-income Asia* 


| Middie-income oil importers KAY Oil exporters 


N 


1973-80 1980-83 


icable to all tables. All figures seasonally adjusted Scopi where otherwise stated. “Not seas. adj. TA 
at.annual rate. n.a. Not avai . Small figures. in brackets denote month of indicator. 


INDEX The troubled American copper 
industry is concluding new three-year 
labour contracts. Newmont has reached 
agreement with the unions to cut labour 
costs by 20% to $15.48 an hour (the 
company was originally looking for cuts of 
about. one-third). Other companies are 
expected to reach similar agreements. 
This is a far cry from the 1980 pay round 
when workers won substantial pay in- 
creases after a strike; copper then fetched 
$1.alb. Now the mines are running at half 
capacity, unemployment is high and cop- 
per has slipped below 60 cents a lb—less 
than costs in most North American mines. 


1980=100 % change on 


one one 
month 


June24  July1t 
sional 


76.2 
83.3 


~ 40 
-77 


68.5 
73.5 


114.2 
124.8 


-75 
-11.0 


102.7 
110.2 


~ 43 
- 59 


$ per oz 343.25 346.00 
Crude oil (spot) North Sea Brent 


Sperbarel 11.30 1093 -139 -50.3 ` 


Bö forecast 
+ including Chins and india 


BF 85 
e- of latest 3 months 


89 


$10 $5 





ECONOMIC AND FINANCIAL INDICATORS 


| FOCUS: ASSETS Property is often 
“regarded, especially in Britain, as a 








WORLD BOURSES Wall Street went through the 1900 barrier for the first tir 









































































hoping that the Fed would cut the discount rate. Four other bourses—in Jape 
“safe and profitable investment. But in Canada, Sweden and Beigium—came close to record highs, $ 
the seven largest capitalist econo- Stock price indices _____% Change on 
mies, the real return on housing has duty 1986 one one. record 31/12/85 
piwe, on average, to be lower than |, ie 1 high low week year high -in local sal 
the real returns on either equities or Australia 11753 12470 10108 -25 +35 287 Fi TT 
bonds. Indeed, in France, America Belgium 3678.2 37002 27669 +06 +587 -08 +80 FA 
and Canada, the average real rate of | Canada 3085.5" 31294 27540 +09 +139 a 4 64 F~ 
retum was negative in 1980-85. | France 3549 413 2678 +24 +550 -07 r85 yä 
House prices vary sharply between W. Germany 1894.2 2278.8 1863.6 -31 + 422 -169 =- 29 +f 
regions so that booming prices in | Holand 286.9 292.3 2404 -07 +359 -19 FB2 FX 
London may be offset by falling prices Hongkong 1733.5 1865.7 1559.9 ~ 17 +100 a= eae 
in industrially-depressed north Eng- Italy 682.3 908.2 454.7 +14 +102.9 24.9 + 49.3 + 6 
land. In all countries except Canada, Japan 17622.7 17654.2 12891.5 + 1.6 + 37.3 ~ 02 + 34.7 +68 
equities proved the most profitable |  Sigspore 745.9 776-7 563.3 -26 -~ 60 -304 +03 WE 
a i : South Africa 11735 12031 1069.3 +04 +205 -25 ¥ 99 4719 
form of investment during the six Spain 1708 19481008 424185 123 08 ri 
years—helped by sharp increases in | Sweden 24317 24518 17286 + 12+ B54 -08 +89 a 
1985. The average real return on | Switzerland 557.9 625.5 554.7 -05 +23 -108 - 51 F. 
equities was 63% last year in West | UK 1373.7 14259 1094.3 +26 +43 -37 + B14 E 
Germany, 103% in Italy and 25% in | USA 19035 1930.5 15023 +15 489 oni +231 + 23 
America. MONEY AND INTEREST RATES Bond yields slipped in most big countries; so di 
short-term Eurodollar rates. Australia’s narrow measure of money supply fell 0.5% i 
oe on assets the 12 months to May; but its broad measure rose 15%. a : 
5. =-0+ $ Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) _ 








% rise on year ago - Money market Commercial banks Bond yields Eurocurrency 

Narrow Broadt Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 

(M1) lending 3 months long-term 3: months 
Australia  - 05 +15.0 (S) 1250 1490 17.00 1475 1307 14.07 14.78 12.27 
Belgium + 38 +7302) 6.65 730- 1050 690 860 070 738 ne 
Canada + 3.2 +47 (6) 863 8.63 10.25 8.63 9.45 10.18 8.38 9.78: 
>. France + 44 + 56(12) 725 7.25 9.60 7.25 7.95 9.36 6.13 8.59 

W. Germany +10.3 + 7.6 (6) 40 46o 70 419 8&3 605 456 816 

Holland 







WGermany 










Italy 




















Britain 






















+56 + 52 (3) 638 613 80 613 638 667 6.06 6 80 
Y italy +104 +11002) 1238 1213 1463 n50 111 677 1180 na” 
pan 















+ 
+ 
Japan +44 +780) 444 464 413 213 815 617 469 647 
Spain +158 +131 (4 1212 1258 1500 650 1156 1323 1400 na 
Sweden na__+ 3.0 (3) 10.00 1010 "12.76 978 9.86 110 994 na 
Switzerland + 4.1 + 49 (3) 289 500 6.75 40 448 48h 506 4 





France 
















































k UK +22.0 +195 (5) 1125 988 100 969 931 1029 384 53 
pad USA +43.1 +776) 70 6.25 8&5 63 728 90 67 a l 
@ Equities Other key rates in London 3-mth Treasury Bills 9.30%, 7-day interbank 10.1%, clearing banks’ 7-day notice 4.36% 
ii O Bonds Eurodollar rates (Libor): 3 mths 6.81%, 6 mths 6.81%. 
@ Housing ZME ereat Australia, Canada, SE Boureos: Bank cf Saban. Germany, MS, Japan M2 + CDs, rotten singe g? t 
it Credit Lyonnais, Svenska able eae Aken, ANZ bank, Credit Suisse First Boston, 







current- Trade-weightedt currency units per $ i reserv 
$bn account exchange rate $bn 
latest latest 12 balance $bn 






































































months latest 12 mths latest year ago latest year ago per £ perSOR perecu April year ago 
24 ~ 9.9 (5) 55.4 65.8 1.52 1.50 2.35 1.79 1.49 66 65 
- 07 +__0.1(12) 95.6 89.3 44.6. 61.3 69.1 52.8 43.9 5.1 47 
+ 97 = 320) 76.3 68.3 1.38 1.36 2.14 163 137 86 27 
= 35 + 0.6(12) 69.4 65.1 6.95 9.27 107 8.26 6.85 26 BF 
+ 335 + 21.6 (5) 135.7 121.6 2.18 3.05 — 337 B58 2.15 456 
+ 42 + _5.9(12) 125.8 112.4 2.45 343 380 29 RAZ 112 
~_10.0 -_4.1(12) 46.4 45:4 1494 1941 2316 1779 -1475 17.2 
+ 59.1 + 63.2 (5) 209.4 155.6 163 | 248 ‘ 
~ "53 + 366 48.6 47.4 139 73 

~ O37 (4 + 32 .9(12) 67.7 66.8 7.08 

0.26. (3) a 162.3 140.5 1.77 

aaan > 0.67 {5) ~ : 76.4 80.9 0.65: 
=12,10. {4 -125.2 (3) 113.9 444.3 = 

















"Canada, Australia, Japan, France ‘and UK imports fob, 





l WANT TO | BE A LOTTERY WINNER? 
-HERE’S THE BEST CHANCE YOU'LL EVER GET. 
ONE OUT OF EVERY THREE TICKETS IS A WINNER! 


YOU CAN WIN 
+: MILLION D-MARKS 


“he North-West-German-State-Lottery 

is the only lottery that offers extreme 
high prizes compared to the limited 
_ sue of 500.000 tickets. The lottery runs over 
= period of 6 months, one class per month - 
classes in all. 


raws are held in public each friday and are 
pervised by government officials. The re- 
ts are published monthly in an official 
ning-list. 

he number and the amount of prizes is 
xed before the commencement of the lotte- 
, Thus each ticket-number is in the game 
d has an equal chance of winning. All pri- 
sare quoted in German Marks (DM), one 
(af the strongest currencies in the world. 


wickets can be ordered from anywhere 
ound the globe in a half yearly subscrip- 
ion. We offer full (171) tickets, which when 
„Arawn, receive the whole prize, half tickets = 
If prize and quarter tickets accordingly. 
Whe ticket-numbers are registered in your 
me before they are mailed, thus insuring 
00% security for you in case of loss. The 
ll-service fee is as little as DM 21.- (other 
tteries charge more than 60% of the billed 
amount). 

































ok TICKETS ARE LIMITED: 500.000 
GUARANTEED PRIZES: 200.568 


_ OVER 169 MILLION D-MARKS IN 
PRIZE MONEY ` 


i MONTHLY PERSONALIZED STATE- 
} MENTS OF ACCOUNT 


INSTANT INDIVIDUAL AND CONFI- 
DENTIAL NOTIFICATION OF WIN 


















SUMMARY OF MAIN PRIZES 
2 PRICES OF 2.000,000.00 DM 


6 PRICES OF 1,000,000.00 DM 





180 prizes of 100,000.06 DM 
or 18 prizes of 1,000,000.00 DM 


5 prizes of 80,000.00 DM 
5 prizes of 75,000.00 DM 
4 prizes of 70,000.00 DM 














4 prizes of 60,000.00 DM 
33 prizes of 50,000.00 DM 
33 prizes of 40,000.00 DM 





Plus over 200,000 prizes 
up to 35,000.00 DM. 








THE LOTTERY CONSISTS OF 6 MONTHS. 























|. class: 14,658 prizes = 8.472,000 DM 
2. class: 15.604 prizes = 11,050,000 DM 
3. class: 16,661 prizes = 13,825,000 DM 
4. class: 17,718 prizes = 16,695,000 DM 
5. class: 18,775 prizes = 19,665,000 DM 
6. class: 117,152 prizes = 99,960,000 DM 





Start of next lottery: Aprii 1987 


Pte. 
I try my luck and order! bas 


All classes (ist ~ 6th class) 77. Lottery, beginning to: 
September 26, 1986 to March 20, 1987, 
of the Hordwestdeutsohe Kiasseniotterie 


Mail 
coupon 





> 


Please write in German [_] English [_] 


Mr. CO Mrs. C] 


HOW TO PARTICIPATE 


ou order your ticket on the order 
coupon below. Within days you receive 
your ticket together with an invoice 


and the official drawing schedule with rules 
and regulations. 


PLEASE INCLUDE PAYMENT WITH 
YOUR ORDER! You can also pay for your 
ticket after receipt of the invoice. Payment 
can be made by personal check, travellers 
check, bank transfer (add remittance bank 
charge) or in cash via registered air mail (cash 
at your own risk). 

After each class you will receive the official 
winning list together with the ticket of the 
next class via air mail. 





If your ticket has been drawn, you willimme-, 
diately receive a winning notification. 

Your prize-money will be transferred to you 
within one week of your request by check. Of 
course, if you hit a jackpot you can come in 
person to collect your prize in cash. 

Ifyou are already @iz-customer, please do not 
order, because you receive the ticket automa- 
tically for the next lottery. 

You can be sure you will receive fast, honest 
and confidential service. Now it is up to you, 
therefore order and mail the coupon today. 

We wish you lots of luck. 





YOUR WINNING CHANCE 


1: 1,493 





If coupon is missing, write for information. 
wridwi, Lotterie-Einnahme Hameln 
KuhlmannstraBe 1A 
D-3250 Hameln, W.-Germany 





Lotterie-Einnahme Hameln 
KuhimannstraBe 1A 
D-3250 Hamein W.-Germany 


Please print in 
clear letters. 











1/1 ticket 741.00 


First Name | 






| 
Last Name | | 





1/2 ticket 381.00 © 





Street 








1/4 ticket 201.00 © 


P. O. Box 





* US$ prices and £ prices are subject 






Prices are for all 6 classes including air mail postage and winning list 
after each class. No additional charges. Exchange rate as of Jun. 1986 


to rate of exchange City/Code | 


Country 


SONN VALO ONLY WHERE LEGAL MRE «ME, PLEASE INCLUDE PAYMENT, WHEN you ORDER AFTER SEP. 26,1986 ME. 
“ety _ Maid only sure legl. Not wvaliatie 1o rosienta èf Singapore: > senate H 








Miss [L] 


























SETS 


(ery 





How times have changec 


at Wimbledon. 


Wimbledon. Organised to raise funds fe 
a new lawn roller in 1877. - Mildly internation: 
by 1907 The dream of the world’s most gifte 
tennis players for something over seven dea ade 

Wimbledon for mibi Today 14,000 spec 
tators daily witness breathealing tennis q 
Wimbledons Centre Court. Millions moi 
across the world watch on television. 

The original courts for “the new game ¢ 
lawn tennis” were shaped like an hourglass. 

The hourglass went, but timing is sti 
everything for Wimbledon champions. An 
it is Rolex of Geneva who measure the scor 
and the time and the duration of matches. 

This is w hy we like to say W 


that, today, everyone at Wimble- = 
ROLES 


of Geneva 


don uses a Rolex. 


WATCHES FEATURED 
THE ROLEX LADY DATEJUST AND ROLEX DATEJUST CHRONOMETERS 
BOTH IN STEEL AND 18CT. GOLD WITH JUBILEE BRACELETS 


„GROWTH TAKES A BREATHER _ 


The 


PSPS FS ISRAEL LICKED INFLATION 


2-18 July 1986 


71486"02674 l 















e 
Siew HAS A UNIQUE TECHNOLOGICAL BREADTH IN AUTOMOTIVE 
AND AEROSPACE ENGINEERING. MANUFACTURE OF VEHICLES BEGAN, FOR US, IN 
THE 1890'S AND PRODUCTION OF AIRCRAFT IN THE 1930°S. SAAB PASSENGER CARS, 
SCANIA TRUCKS AND BUSES, SAAB COMMERCIAL AND MILITARY AIRCRAFT, MISSILES 
AND SATELLITES HAVE EARNED A REPUTATION FOR TECHNICAL INNOVATION, 
LONG TERM ECONOMIC GROWTH AND FINANCIAL STABILITY HAVE ENABLED US 
TO INVEST HEAVILY IN THE DEVELOPMENT OF NEW PRODUCTS AND TECHNO- 
LOGIES. TODAY IN THE FIELD OF SPECIALIZED TRANSPORT TECHNOLOGY THE 
SYMBOL OF SAAB-SCANIA IS THE SIGN OF TRADITION, TECHNICAL INNOVATION 
AND FINANCIAL STRENGTH. 

























































































H Hammarskistd/C F Reuterswärd 


SAAB-SCANIA AB, S- 481 88, LINKÖPING, SWEDEN. 
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à sat i 
SAAB-SCANIA 


LEADERS IN SPECIALIZED TRANSPORT TECHNOLOGY 
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When firmness pays | JULY 121986 


The Reagan-Gorbachev 


summit could be the next Volume 300 Number 7454 

western success that many 

people didn't want to notice, , World politics and current affairs 
page 13. 11 Super-san 


12 Pause or halt in the world economy? 

13 When firmness works 

14 The tuna and the sprat in the Pacific 

14 Europe on the line 

15 The British state's industrial hybrids 

16 EEC budget: The stable's back door 

19 International: Japan: The barons ponder the voice of 
heaven; Philippines; New Zealand and France; Mexico; 
Kuwait: Yasser Arafat; Drugs in South-East Asia; China and 
nuclear power; Hongkong’s reaction; Ghana 

27 American Survey: Burger leaves the labyrinth; The bud- 
get; Gerrymandering; Presidential speechwriters; Indians; 
North Carolina 

37 Europe: West Germany: The coach that has 11 horses 
champing at their bits; French police; The Crossroads 
affair: French by-elections; Arms control; Tennis in 
Czechoslovakia; Soviet Union; Housing in Portugal; 
Greece and Turkey; EEC budget; History lesson 

43 Britain: Thatcher's reluctant messenger; Pay; Civil ser- 
vants; Privatisation; Women priests; Letter-writing; Army 
land; Channel tunnel; Boy George; Professional earnings 

50 The office of the future: A survey of information 
technology 


Burger’s court 

In retrospect, page 27. 
Gramm-Rudman struck down, 
page 28. Gerrymandering 
upheld, up to a point, page 30. 
(a es Sas n aE 


Israel's consumer prices 
% increase over 12 months 
















Super-san 
y their smashing vote of 
onfidence in Mr Nakasone, 
Japan's voters have voted for a 
new Japan, page 11. But will 
his party let him create it?, 
page 19. 


Stable’s back door 

If the EEC countries want to 
check public spending, they 
have to check the EEC's, page 
16. A bigger budget still, page 
42. The judge should check his 
history, same page. Half- 
controlled subsidies, page 55. 
a A e EE a 


Israel's right start 
Inflation is curbed, but not yet 
conquered, pages 65-71. 





Business, finance and science 


51 Business this week 

53 World Business: America and Japan stack the chips 
against their customers; 8L; Executive cars; Industrial aid in 
the EEC; Flags of convenience; Computer software; South 
African miners; Agriculture; Farming subsidies 

65 Israel’s economy: Inflation is down, but not quite out 

73 Finance: Stockmarkets stumble as bears turn on the bulls; 
America's commercial mortgages; British Telecom; Peru; 
Swiss banks; Corporate debt; Canadian securities; Taiwan 

78 Company brief: Club Méd: the bourgeois holiday camp 

81 Science and technology: Snake poison need not kill; 
Uranus; Graphics chips; Coca-Cola; Science magazines 

97 Economic and financial indicators 





Big OECD countries’ industrial 
onan 
increase 


Has briefs, must travel, page 
43. South Africa's striking 
miners, page 61. 


Club Méd 


Middle-aged spread, pages 
78-79. 


Snakes 


Books, arts and letters 


85 Books and arts: The big bang—the mysterious heart of 
matter: Telecommunications; British government; Environ- 
ment; Irish theatre 
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Stockmarkets run scared, page 
73. Policies that cut third-world 
food production, page 61. 
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Space exploration 


SIR—I was glad to see you state 
(“Eagle grounded”, June 7th) 
the true motivation behind the 
continued exploration of space— 
high adventure. 


efforts. An expanded “interna- 
tional” pride and desire for 
achievement on a grand scale 
could and should be channelled 
into an effort to put a terrestrial 
explorer on the surface of anoth- 
er planet. This idea is infinitely 
more appealing than the prospect 
of. producing perfectly round 
ball-bearings 120 miles overhead. 
- T'have no doubt that the com- 
_ Mercialisation öf space will even- 
tually take place. But should the 
exploration of Mars replace the 

rbiting factory in the near term, 
_We capitalists need not despair. 
The legacy of the Apollo pro- 
gramme has been untold techno- 
ogical and commercial develop- 
‘ment for the industrial nations of 
_the world, and proportional com- 
aercial opportunities as well. 
urora, 


ölorado RAYMOND A. WENDELL 


IR—As long as there is even a 
all chance that man will be- 
ome extinct on earth, seeding 
e race on other worlds is a small 
rice to pay for insurance. You 
€ right: the solar system is not 
ore than a temporary solution 
cause none of its worlds (at 
present) can compete with earth. 
But in the long. rin interstellar 
colonisation is inevitable. 
T say that within three or four 
centuries we will build a giant 
ship that will make.an interstellar 
voyage. This is not new; the de- 
ils were. worked out.in science 
ction stories of 1941-42 vintage. 
nfortunately, many scientists 
Jo not understand the primary 
ason for spaceflight. They fight 
nned missions because such 
issions take money from their 


ARYEH H, SAMUEL 


Nigeria's hangover 

IR—-I enjoyed reading your in- 
ormative, if rather , merciless,. 
urvey (May 3rd) of the Nigerian 








nomy. You demonstrated’: 


billion earned by Nigeria in the 
oil-boom -years was wasted on 
projects of questionable value, or 
embezzled outright by corrupt 
government officials and’ busi- 
hessmen, who squirreled away 
much of this money abroad. 
However, I am disappointed that 
you did not highlight more prom- 
inently this problem of corrup- 
tion and, particularly, the role of 
foreign nationals and financial 
institutions, such as the ubiqui- 
tous: Indians and the Johnson- 
Matthey Bank, in abetting the 
legions of greedy Nigerians who 
looted the nation’s treasury, fur- 
ther impoverishing its long-suf- 
fering people. 

Now the party is over, and 
people are turning back to the 
land we neglected for so long. 
And given sound economic poli- 
cies, our rich land will doubtless 
come to our salvation once again. 
However, in a country where 
corruption sometimes appears to 
be official government policy; 
any return to relative prosperity 
might simply be a sign for our 
legion of “contractors” and “‘pol- 
iticians” to resume the orgy of 
treasury looting. 

We cannot stamp out this dis- 
ease unless we..can show that 


corruption will not go unpun- 


ished. This is where Nigeria’s 
trading partners come in. It is 
essential that they are not seen by 
corrupt government. officials as 
havens either for their ill-gotten 
gains or for themselves and their 
families. However unpalatable it 
may sound, the governments and 
business communities of Europe 
and North America must not only 
assist countries like Nigeria to 
repatriate stolen funds and its 
owners under existing laws, but 
also actively assist in locating 
them. 


Kaduna, 


Nigeria O. J. FOLORUNSO 


SIR—It must be pointed out that 
the Nigerian economic revolution 
failed not because it was a “capi- 
talist revolution”. It failed be- 
cause the policies pursued were 
not capitalistic enough. Further- 
more, Nigerian problems. were 
not in part because her “‘commer- 
cial. class” want.to. be civil ser- 
vants but- because her civil ser- 
vants tend to operate as a 
commercial class. 


Columbia, 
‘South Carolina: 





An Irish divorce 
SIR—One was saddened and dis- 
appointed (June 7th) to note that 
you wish to see Ireland dragged 
down into the moral morass in 
which Britain is floundering. 
“Restricted” © divorce, as you 
have found out, always leads to 
“no-fault” divorce, ie; a free-for- 
all in favour of the randy gentle- 
men whose numbers increasé 
rapidly when the gate is flung 
wide open, That is, indeed, “pro- 
gress’’—progress down the Gad- 
arene slope. 

There were some other curious 
remarks in the article. 

1) It seems hardly appropriate to 
use. the term “co-habitation” to 
describe the relations between 
the author of “Non Abbiamo 
Bisogno” and Musso, who called 
him “i vecchio ostinato”. ; 
2) The snide remark about Gen- 
eral Franco, who saved Spain 
from the irreversible tyranny of 
Communism, and prepared’ his 
country for democracy by. -his 
careful grooming of Prince Juan 
Carlos. As king, that young man 
has vindicated his choice. 

3) “The papal authorities. in 
Rome may (and for well-off 
Catholics often do) dissolve. or 
annul Irish marriages.” This is 
lifted from the gutter press. 

The papal authorities in Rome 

may not-and cannot “dissolve or 
annul” marriages. They can (as 
every civil government can and 
does) issue a declaration of nulli- 
ty, stating that no marriage has 
taken place. In a sizeable propor- 
tion of the cases tried in Rome, 
expenses are remitted in view of 
the poverty of the applicants. 
4) “In 1983 they voted narrowly 
to add a clause acknowledging 
the ‘right to life of the unborn.” 
“Narrowly” is a curious word to 
describe a 2-to-1 majority. Are 
you going to describe 63% to 
37% as a “narrow” margin in 
rejecting divorce? 

T wish you God’s blessing and 
guidance in your difficult task. 
Limerick, Eire Leo DonnerLy SJ 
amaaan 


Death penalty 


SIR—You owe an explanation for 
your bald assertion in your leader 
on the United States Supreme 
Court (June 21st) that the “abor- 
tion debate . . . is secondary (in 
importance), for instance, to the 
matter of capital punishment, al- 
ready reintroduced by the Burger 
court—to America’s. shame.” 
Yes, capital punishment was out- 
lawed many years ago in Britain, 
a country where abortions have 
long been freely available. Ap- 








parently the life of an unborn. 
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country than the life of a mature 


murderer, rapist or arsonist. For. 
give me if I fail to see the logic ir 
that 

What I find more deeply con: 
fusing, however, is that The 
Economist should adopt such a 
stance. Can you not see that most 
of the United States has made 
what is basically. an economic 
decision? Put simply, the capital 
convict’s cost to society (in lives 
he has laid waste and in future 
maintenance behind bars) is 
greater than his value to society 
(demonstrably nil or close to it). 
There is no good reason to make 
an exception to’ standard eco- 
nomic analysis just because a life 
is involved, particularly where 
the life involved is proven to be 
that of a beast: Arguably, that 
life is not worth nil to the person 
most directly. concerned; bg 
should have thought of that @ 
fore he committed his crime. 
San. Francisco Jonn CoveLt 


European air fares 
SIR—At first sight, your formula 
for fares set by “country of ori- 
gin” (June 28th) could overcome 
the cost problem caused by the 
much higher.wage costs of thé 
continental airlines... 

Yet, if we. each paid fares 
geared to local cost levels, many 
regular travellers from continen- 
tal Europe would buy. all. their 
tickets here, apart from the first 
one. Some high-wage continéntal 
airlines are reporting losses on 
their European. networks al- 
ready, before any: further reve- 
nue dilution, and the destruction 
of any nation’s strategic air trans- 
port capacity is politically 
unacceptable. 

The major. success of Am 
can deregulation: has been th 
typists are no longer paid. 40% 
more by airlines than: by every- 
body else: the third man’ has 
vanished from many cockpits; 
and salaries. generally have gone 
down, while productivity has.im- 
proved. There is room for much 
similar improvement in Europe. 
Price competition from: lower- 
cost British airlines could: stimu- 
late reforms, but it will be a very 
nasty medicine for the continen- 
tals to swallow: aR 

London . 



















R A. J. Luckine 


Student grants _ 

SIR— Your statement (June 28th) 
“Britain provides all. students, 
however rich their parents; with 
grants to cover at least part of 
their living expenses” is not true. 
From the academic year 1985-86, 
the richest students have received 
no such grants. You also state. 
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EXECUTIVE FOCUS 


-THE FOOD AND AGRICULTURE 
ORGANIZATION OF THE 
UNITED NATIONS 


has a vacancy for an Agricultural Planning Economist in its 
Policy Analysis Division, Rome. 
Responsibilities: 
analyse food and agriculture conditions, problems, plans and policies 
in the Near East; prepare documents on regional problems for FAO 
meetings; organise. and conduct- national and regional training 
courses in agricultural planning. 
Requisites: 
{a} essential—University degree in agricultural economics or econom- 
ics with. 10 years. experience in field of agricultural development; 
fluency in English and Arabic, ability to. supervise the work of others 
and to communicate concisely and clearly... - 
{b} desirable—extensive knowledge. of.and employment experience 
in the Near East region; working knowledge of French, 
Benefits: 
relocation, tox free alen; cost of living adjustment, education grant 
and other benefits of international Civil Service. 
Please send detailed curriculum vitae not later than 15 August 1986 
queting VA 235-EST to: 
Central Recruitment 
FAO 
Via delle Terme di Caracalla 
00100 — Rome, italy 


_ ASIAN 
DEVELOPMENT 
BANK 


promoting i seek iting iding 
countries and, generally, for fost Senor 


47 countries, 32 of which 
and North America. The 
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Opportunities with 
International Crops Research 
Institute for the Semi-Arid 
Tropics (ICRISAT) 


GENERAL MANAGER 
Housing & Food 
Services Divisi ion 
Hyderabad, India 


Administer a demanding institutional housing and food services opera: 
tion at the Institutes headquarters near Hyderabad, India. The General 
Manager is. responsible for the executive, fiscal, and personnel. ad: «| 
ministration aspects of the division's work, and is required to handle 
property leasing, with an intimate knowledge of related repair and 
maintenance work, An understanding and tolerant attitude in dealing.. 
with expatriates and their families, as well as in-country personnel, is 4 | 
required. Essential qualifications are a university degree. in.) 
hotel/restaurant management and a minimum of 5 years experience 
as a General Manager in housing and food services in a large establish- 
ment. Previous experience in a similar capacity in a developing coun- 
try is desirable. Salary is at Principal Staff level, according to qualifica- 
tions and- experience. There are generous personnel benefits and. 
amenities, and the first year of appointment is probationary. The posis: 
tion will become vacant at the end of 1986. ICRISAT is located at 
Patancheru, 25 km from the city of Hyderabad. International airline 
connections and living conditions are good, Educational curricula along: 
European or North American lines exist for children to the ageof 11 
or 12; older children must go to boarding school in India or overseas. ] 


ADMINISTRATIVE OFFICER 
at Bulawayo, Zimbabwe 


. „to be responsible for administration of ICRISAT’s activities ina.’ 
regional project for the Southern Africa Development and Coordina- 
tion Conference (SADCC) countries in Southern Africa. The job in-: 
cludes the maintenance of accounts, assistance in budget preparation, . 
facilitation of purchases, vehicle maintenance, personnel activities, 
travel arrangements, assistance in the recruitment and supervision of 
junor/field staff, and liaison with local goverment departments... 
Periodic travel within southern Africa, and occasionally to India will || | 
be required. The appointee will report to the Project Manager forthe | 
SADCC Project, and the position is at the Project's headquarters near | 
Bulawayo, Zimbabwe. Essential qualifications are a Bachelor's Degree, 
preferably in accounting or administration, with at least 3 years general 
management experience; a pleasant disposition and ability to work with 
and provide administrative support to professional staff of various na- 
tionalities; and fluency in speaking, writing and reading English. Ex: 
perience in the administration of USAID grants or contracts, and of 
working in a developing country are desirable. Salary is at Principal Staff 
level, according to qualifications and experience. The appointment is 
for a 3-year term, with the first year probationary. Bulawayo is a modem 
city with pleasant surroundings. It has excellent educational facilities, 
good medical services, and is easily accessible to international airline. 
connections. 


Send resume-and the names and addresses of three referees within 
60 days of this advertisement (please state position of interest) ta 


THE DIRECTOR GENERAL 


International Crops Research 


Institute for the Semi-Arid Tropics 
Patancheru, Andhra Pradesh 


502 324 INDIA 
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LETTERS 


that students should be encour- 
aged to find part-time employ- 
ment. I would be interested to 
know where—in an unemploy- 
ment blackspot such as Hull— 
this employment could be found 
without displacing permanent 
residents from their jobs. 


Huddersfield, 
Yorkshire 


South Africa 


SIR—Most of us seem to know 
that sanctions will not achieve 
anything useful and will probably 
hurt everybody, including South 
Africa’s blacks. So why not a 
total ban on visas for white Afri- 
kaner adult males to all OECD 
countries, including diplomatic 
and airline staff?—an Afrikaner 
being defined as anybody born 
with a Dutch name. 

Cost, nil. Fair? No. Petty? 
Very. Discriminatory? Highly. 
Retaliation? Nothing we could 
not bear. Such a policy, strictly 
adhered to, may do more than 
anything so far done to show 
what we think of Afrikanerdom; 
and there is nothing to be lost. 


Kenmore, 
Queensland 


JAMES SHEARD 





PETER SMITH 





Adoption 

SIR—Your comment on the ab- 
sence of adoption data in the 
United States (May 31st) is cor- 
rect. While researching my doc- 
toral dissertation on the adoption 
of foreign children by Ameri- 
cans, I contacted all 50 states for 
data; only nine had routinely 
available data on even the most 
basic question of how many 
adoptions take place within a 
state. 


' 

You understate the scale ,of 
foreign adoption in the United 
States. It has actually grown an 
average of 11% annually since 
1968, reaching 9,400 in 1985; 


more than 10,000 foreign chil-, 


dren will be adopted by Ameri- 
can families this year. In 1970, 
foreign children accounted for 
just 2% of out-of-family adop- 
tions; now they account for about 
22%, and about half of all adopt- 
ed infants. 


Oakton, 


Virginia ROBERT MATTHEWS 


SiR—Your statement that inde- 
pendent adoption is the only 
quick way to find a healthy white 
infant is true, but I would not 
agree that independent adoption 
means going through a third par- 
ty. In Maryland, and I am sure in 
many other states, third party 
involvement is strongly discour- 
aged and most independent 
adoptions involve direct contact 
between adopters and parents. 

You say that private adoptions 
can cost as much as $30,000, and 
private agency adoptions average 
$6,000. I would add that indepen- 
dent adoption probably also av- 
erages $6,000. The black market 
probably exists but certainly not 
to the degree the media would 
have us believe. I know of a few 
people who have lost money 
spent on legal or medical ex- 
penses when mothers have decid- 
ed to retain their babies, but 
never have I heard of anybody 
making a deposit on a baby or 
being outbid. 

Foreign adoption is also ma- 
ligned in your article. First, in- 
stead of costing around $10,000, 
foreign adoption ranges from 





around $5,000 for Indian or Ko- 
rean, the most common type, to 
$7,000 to $11,000 for Latin 
American adoption, which usual- 
ly involves travel by one or both 
parents and a stay in the child’s 
country of origin. Undoubtedly, 
there are a few illicit foreign 
adoptions, but the vast majority 
are quite legal and serve all par- 
ties well. 


LAUREL STRASSBERGER 
Baltimore, Families Adopting 
Maryland Children Overseas 


StR—One point that should be 
noted is that the American facili- 
ty called the “maternity home” is 
largely responsible for the pro- 
portionately higher number of 
American unwed mothers choos- 
ing adoption. Were other coun- 
tries to consider adapting the ma- 
ternity home to their own 
situations, the result would not 
only be better care and outcomes 
for pregnant, unwed women and 
their babies, but many more ba- 
bies being available for adoption 
domestically. 

WILLIAM L. PIERCE 





Washington, National Committee 
DC for Adoption 
Whales 


SIR—I consider almost every 
point in your leader “How to 
save the whale” (June 7th) to be 
misconceived, but I will confine 
myself to commenting on your 
labelling of whales as “a big 
source of handily packaged 
protein”. 

The great whales have become 
one of the most powerful symbols 
of the worldwide conservation 
movement precisely because peo- 
ple appreciate that they have 
many other values apart from 
being a relatively unimportant 
source of human food—even in 
Japan whale meat accounts for 
less than 1% of protein eaten. 
The blue whale is the largest 
animal ever to have lived on 
earth, and all species of whales 
possess outstanding intelligence. 
Homo sapiens can undoubtedly 
learn an immense amount from 
studying live whales. The fast- 
growing whale-watching industry 
is a source of recreation, educa- 
tion and scientific research, and 
also of economic benefit on a 
scale to match the killing of 
whales for their meat. 

Many people put a much high- 
er value on the whales’ right to 
continue to exist than on a few 
countries’ right to continue kill- 
ing them for a marginal addition 
to the world’s protein supply. 
The fact that whales can be killed 
only by intolerably slow and cruel 


methods is another crucial reaso 
that I consider the continuatio 
of the whaling industry to be 
debasement of human values an 
sensibility. 
Slimbridge, 


Gloucester PETER SCO1 





Vexed by VAXs 


StIR—As one who works dail 
with some 50 networked DE 
VAX computers (“Fighting for o 
fice space”, June 21st), let m 
assure you that the industry buz; 
word for more than one VAX 

VAXen, not VAXs. “The quic 
grey VAXen jumped over the laz 
blue mainframe.” VAX is a trad 
mark of Digital Equipment Co 
poration, VAXen, as yet, are nol 
Portland, 

Oregon DONALD M. CRAI 


Hyundai 4 


SIR—I would like to point out tw 
errors in your article on Asia 
carmakers (May 24th). Whil 
Hyundai Motor America has ar 
nounced a goal of 100,000 sales i 
the United States for 1986, th 
vehicle being sold in this counti 
is the front-wheel drive Exce 
not the Pony. Moreover, thes 
sales are being made through 
network of Hyundai dealers, n 
Mitsubishi dealers. 

There are currently 100 Hyu 
dai dealerships in operation i 
the United States. By the end « 
1987, approximately 300 deale; 
will have been appointed. 

TED Kar 
Hyundai Moto 
Ameri 


Garden Grove, 
California 





The Economi 
wt dN Intelligence Un¥ 
Just published: 


Guide to 
Management 
Buy-Outs 1986 


Management buy-outs continue to 
grow in size and number. Their value 
is expected to double in 1986 from 
last year’s total of £820m. in this 
third edition the report has been 
enlarged to appear in Guide form. 
Designed to steer buy-out teams 
through every stage of the operation, 
it offers major sections on tax and 
legal aspects, a directory of 
institutions willing to provide finance, 
and the case histories of all important 
buy-outs so far. 

Price including postage: UK & Europe £45; 
North America US$80; Rest of World £48. 


10 Rocketetler Plaza, 
New York, NY 10020, US! 


Tet: 01-4936711. Tek: (212) 541 5730. 
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ECONOMISTS: OVERSEAS 
OPPORTUNITIES IN AID 


Agency for international Development is seeking. sea- 
soned professional economists capable of highly com- 
plex analytical tasks to work in developing countries. 
Also recent PhD’s with course work in international 
monetary, fiscal and trade policies. AID economists 
conduct analyses of both the macroeconomic condition 
of host countries and the microeconomic feasibility of 
individual. projects. At the macroeconomic level they 
perform analyses of a country’s balance of payments, 
government budget, growth prospects, income distri- 
bution, and fiscal, monetary and trade policies. Also 
7 help. design sector investment strategies and at the 
microeconomic level conduct cost-benefit analyses. US 
citizenship, world-wide availability and good health 
` are requirements. Salary range '$32,000-$50,000 plus 
standard Foreign Service allowances when stationed 
overseas. Send resume and/or Standard form 171 
(available at local US Office of Personnel Management 
offices listed in phone directories) to: 


Economist Recruitment (E), M/PM/R Agency for 
international peveippnan Washington, DC 
5 


Equal Opportunity Employer 


FINANCIALTIMES 
EUROPES BUSINESS NEWSPAPER 


The Financial Times has a vacancy for a 


writer 


on its Lex column. Applicants should be familiar : 
with company accounting, the stock market and 
economics, but more important than being a- 
financial expert is numeracy, adaptability and 
interest in the subject. The successful candi 

date will also be a fluent and precise writer, able 
to compress complex material into a smal 

space in an interesting way despite deadline 
pressure. He or she will be expected to work as. 
a member of a team and to be willing to work 
irregular hours. = = i 


Applications, together with a full cv and 
some examples of recent work, should be 


_ sent by July 25 to the Managing Editor 


Financial Times, Bracken House, Canno 
Street, London EC4P 4BY. 


f Financial Markets 
Research Analyst 


J.P. Morgan Investment Management Inc. is a major American investment 
company currently managing portfolios of international securities totalling over 


$7 billion. 


Our approach to investing is research based and, by our continuing investment 
in quantitative techniques, we aim to set the standard in our industry. in client 
information, reporting and performance measurement. 


To help us achieve this goal, we are expanding our research team and are now 
looking for an analyst with experience of 


European Markets 


You should have a minimum of two years’ experience as a financial analyst and 
preference will be given to applicants with proven quantitative skills. 


This is a new opportunity providing a 
function. The starting salary is negot 
would expect from an organisation of this stature. 


Please reply with a full curricul 


Investment __tondonswiyses: 


nexcellent career path within the research 
iable and the many benefits are what you 


um vitae including salary history to Mary Thom, 
Personnel Manager, J.P. Morgan Investment Management Inc., 83 Pail Mall, 
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a Intelligence Unit i 

_ The Economist Intelligence Unit’s Country 
Reporting Service guides you expertly through 

economics and business in 165 countries _ 


Every quarter 92 separate Reports together cover over 165 countries — evaluating growth prospects, assessing 
opportunities, pian as Sapa problems. By providing a concise service of business oriented analysis of the latest 
economic indicators in almost all countries of the world, the EIU aims to assist subscribers to react quickly and 
accurately to developments in the international economic environment. 


Each of the 92 Reports contains: 
@ 300 word summary of the contents. 


@ 1,000-3,000 words discussing the main trends in the economyand = _ 
forecasting them for a year ahead. For key economies, there is a numerical 
forecast of the main components of expenditure in real terms. 


and standard format, although contents inevitably vary from country to country 
depending on the availability of data, ‘ 

Country Profiles carry statistical tables on economic indicators over the 
longer term; 

A text puts these and many other figures in their setting and outlines poli 
conditions, planning policies, foreign investment rules and exchange 








@ 5,000-10,000 words of news analysis covering the main issueson which restrictions. 
Organisations operating in an international context need to be informed: : Eni 
political developments relevant toan understanding of the economy; How the Reports work for you 
“government economic policies; trends in investment and consumer spending: © as a concise yet comprehensive service of comment and analysis on the world 
performance of key business indicators; evaluation of foreign trade data; economic situation. ; fg 3 


assessment of development plans. 

- @ Charts for a visual indication of the main economic trends. 

~ @ Statistical appendices, fora deeper perspective. . 

-92 Country Profiles 3 
-Backing each Report's current analysis and forecasts, asan integral part of the 


__ Service, is its Country Profile. This descibes economic structure, organising data 
froma wide range of national and international sources into a compact, coherent 


@ asan up-to-date guide to business conditions and prospects. 

© as briefing material for overseas visits by businessmen. 

@ by providing access to information not easily available elsewhere: 
e as a check on data acquired ‘from other sources. 


The Economist Intelligence Unit 
Registered Office No 1775671 
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Order form for the Country Reporting Service 








Name of subscriber ia 























(351. Czechoslovakia (66. Indochina: (30. Malaysia; Brunei £752, Senegal, The . C191 Tunisia, Malta 
(175. Angola, São (18. Denmark, "Vietnam, Laos, (31. Mexico Gambia, Guinea- `: (364. United Arab | 
l ‘Tomé and Iceland Cambodia 65; Morocco Bissau, Cape Emirates. 
Principe (186. Ecuador 02.26. Indonesia (82. Namibia, Verde > $ O74. Uganda, 
O11. Argentina £120. Egypt (137. Iran `. Botswana, 170. Singapore Ethiopia, 
AQP 2. Australia 022. Finland ($3. Iraq Lesotho, 0344. South Africa Somalia, 
O 3. Austria (323. France O 2h Ireland Swaziland 083. South Korea” Djibout ` 
79, Bahrain, Qatar, £362, Gabon, Congo, (127. Israel 32. Netherlands (240. Spain (145, United Kingdom 
Oman, the Equatorial £328. Italy 33. New Zealand 0 12. Sri Lanka 046. Uruguay; 
“Yemens Guinea (173, Ivory Coast (274, Nicaragua,Costa 72. Sudan Paraguay 
[| 0184, Bangladesh (369. Germany, East © 6, Jamaica, Belize, < Rica, Panama O41. Sweden (47. USA 
| 0 4 Belgium, (249. Germany, West ahamas, (759. Nigeria (142. Switzerland 48, USSR 
Luxembourg O 9. Ghana, Sierra Bermuda 134. Norway 054. Syria 157. Venezuela, 
oo G1 5. Brazil Leone, Liberia £129. Japan 388. Pacific Islands 168. Taiwan Suriname, 
085. Cameroon, (224. Greece 287, Jordan (235. Pakistan, (67. Tanzania, Netherlands 
CAR, Chad 013. Guatemala, El O 8. Kenya Afghanistan Mozambique S ae 
ON. Canada Salvador, 078. Kuwait (236. Peru, Bolivia O10. Thailand, Burma — oye gapa via 
O14. Chile Honduras _ €180. Lebanon, (238. Philippines £190, Togo, Niger, Seg 
OS. China, North 392, Guinea, Mali, Cyprus (19. Poland Benin, 1358. Zaire, Rwanda, 
; ore, auritania (160; Libya 9. Burkina ; : 
016. Colombia (277. Hong Kong, D81. Madagascar, as Bee 1143. Turkey T 7. Zimbabwe, | 
(O17. Cuba, _ Macau Mauritius, Bulgaria, (189. Trinidad & a ; 
: sacar yee a. a Hungary i Seychelles, Albania Tobago, Guyana, pe 
PHC, i, . India, Nepal Ò! $ ; x d 
Parto Rice ia, Nepi oros (361. Saudi Arabia Taroa l | 
Leeward Islands , 
‘Country Reporting Service ; oe | 
[Plea bscripti : lease send by airmail. SER irmail S WP YTheEconomist 
_ Aantal Subscription togae Raper d isand Country PORT ESS Erana C Pleaseinvoice Please send by airmail Ae eemist, 
rest of wortd excluding North America US$97 : is 
‘Postage extra UK £1.50; Europe US$5, Outside Eur pe USS$12 per subscription. A Tenclose remittance of | 
Progressive discount ~ upto one third or alt 92 Reports offered on 2 or mare subscriptions. È 


The Economist Publications Limited, Subscription Dept;(E}, 40 Duke Street, 
(London WIA IDW, Tele hone: 01-4936711. Js gogo? iiia 
o Overseas Offices, 10 Rockefeller Plaza (12th floor), New York 10020, USA. Fess 
> Telephone: (212)541-5730. cgi 
cio MIA, } Square Wiser, Bte 26-1040 Brussels, Belgium. Telephone: 02-2306935. 
Friedrichstrasse 34, 6000 Frankfurt am Main I i West Germany. Tel ne: 728141. x 
Telex: 41389500 7 gE E gees a 
| _ Registered Office 25 St James's Street, London SWIA THG. Reg: in London Number 1775671 



















Hotel Waldhaus 


CH-7514 Sils-Maria (Engadine / Switzerland) 

Phone: 01041-82- 45331 » Tx. 74 444 

Personally managed by the owners 
| R. Kienberger, F. Dietrich & Family 

_ Anextraordinary hotel with turn-of-the-century charms 
and modern day comfort, beautifully located among 
the mountains and lakes of the Engadine Valley. 


“k Marvellous possibilities for hiking and excursions- 
k Indoor swimming pool-4 tennis courts (1 covered) - 
x Children’s nursery. i 

„o Summer season from June 7th until Oct. 19th 







The Carlyle, one block from Central 
Park, for its consistent excellence. 
Each guest room has Monitor TV's, 
VCR's and Stereos, and the solicitous 
staff is ever eager to please. 
A proud recipient of the Mobil Five-Star 
Award for 18 consecutive years. 
Member of The Sharp Group since 1967 
; Madison Avenue at 76th Street 
| ae ae aa New York 10021. 

: ee Telephone 212-744-1600 
Ma i a Cable The Carlyle New York 
ne es Telex 620692 





From our visitor’s book: 
~> < “Since then our visits have been 
. the high-spots of our lives.” 































James Hardie Industries Limited om 
. Year ended _ —Changefrom = 
31 March 1986 — -previous year 




















Sales | $A 1,562.7 million +13.0% 
Profit before interest and tax $A 133.0 million -+ 7.0% 
Profit after tax and minorities $A 47.4 million + 0.6% 


Earnings per share 30.7 cents — - 26% , 


The James Hardie Group - one of Australia's largest manufacturing enterprises - 


Clsaw growth in industrial building products and services, and in stationery and paper merchanting 
Clsuffered a set-back in the last quarter of the year due to problems in the US irrigation division, 
which have now been corrected, and in parts of the domestic housing market in Australia which 
has now steadied a 
Chas significantly accelerated the sale, closure or rationalisation of underperforming assets 
_ C maintained dividend rate at 22 cents on capital increased last year by a one-for-five bonus issue 
on on the group, please write to the Company Secretary at 
dustries Limited, 65 York Street, Sydney 2000, Australia 
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STILL YOUNG TURKS AT HEART 
. 

In 1888 Interbank started out as the multi- 
national Banque de Salonie 

From the beginning it prospered, specializing 
in tide between the Ottoman Empire and 
the'west. 

The entrepreneurial flair and international 
orientation of the original Banque de 
Salonique still distinguish the Istanbul- based 
bank, renamed in 1969 the International 
Bank for Industry and Commerce. 

Interbank, for short. l 

In the years that followed, Interbank has grown 
to such an extent that it has become Turkey's 
leading wholesale bank, specializing in trade 


finance. 





Our client base of top-tier companies is 


responsible for three-quarters of Turkey's But our activities don't end there. Weve 





rapidly expanding international business; and become a leader in foreign exchange dealing and 

Interbank, in turn, handles some 12% of this trade. government securities trading. Were the first 
With a correspondent network covering the Turkish bank to link our entire branch network 

globe, we are expert in managing Turkishimport/ _ into a real-time, online system. 

export transactions and well versed in financing Young Turks may change their name, but at 

transit trade and countertrade deals involving heart their forward looking, innovative spirit has 

Turkish partners. only gained impetus over the years. 


YINTERBANK 


Za TURKISH BANK FOR 
INTERNATIONAL TRADE 


For more information please contact N. A SHEPPARD, ULUSLARARASI ENDUSTRI VE TICARET BANKASI: AS., BUYUKDERE CAD. 108, ESENTEPE, 
; ISTANBUL, TURKEY. TELEPHONE: 172 2000: TELEX: 26980 IBICTR. 








Super-san 


The jibe about Yasuhiro Nakasone used to be that he 

was Japan’s most popular prime minister—with foreign- 

. His party’s extraordinary victory on July 6th (the 

$i: Liberal Democrats took their biggest share of the 

Dte since 1963 and won the largest number of parlia- 

mentary seats ever) has shown that for his countrymen, 
too, Mr Nakasone is something special. 

That may not be enough to secure him another two 
years as prime minister when his term expires in 
October. The chieftains of the Liberal Democratic 
party, who dislike Mr Nakasone and were to a man 
astonished by the vote this week, could still block him in 
the deal-making that will produce the next prime 
minister (see page 19). But the voters have sent a 
message which will delight Japan’s friends in the West, 
and which those chieftains may find hard to ignore. 


The man was the message 
The clarity of the voters’ decision owes much to the way 


Mr Nakasone has conducted himself this year. Whether . 


out of desperation (a stunning victory was the only thing 
that could keep him in his job) or instinctive boldness, 
he consistently took the gamble of saying and doing 
at he meant. In the campaign itself he asked the 
ers for a judgment on him and on his ideas about 

‘apan’s future. Of course, there are many ex lanations 
for the Liberal Democrats’ big win: their tactical 
astuteness in putting forward a small enough number of 
candidates for the vote not to be badly split; the voters’ 
fears about the high yen, which drove them into the 
ruling party’s familiar arms; the ineptitude of the 
opposition. But Mr Nakasone also made the election a 
referendum on himself. The size of the win can mean 
only one thing. The voters were saying yes. 

The first thing they said yes to was a leader who led. 
Mr Nakasone was widely criticised during his first years 
in office for staying in front of his party and public 
opinion; this was not the way Japanese prime ministers 
were supposed to go about their business. Faceless 
consensus-building and deference to bureaucrats have 
long had their place in Japanese politics. Mr Nakasone 
may be showing, to the horror of the country’s political 
class, that they have also had their day. 

The second yes was to a Japan that is taken seriously 
as a political player on the world stage. Mr Nakasone 
first became controversial when he suggested that 
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Japan should take on more of the burden of defending 
itself. His views remain mere hopes: he has still not 
succeeded in pushing Japan through that famous 1%- 
of-GNP barrier to military spending. Those who fear any 
increase in defence spending should note that it would 
produce some desirable improvements—an army that 
can block a single enemy landing, a navy and air force 
that can guard the sea lanes nearby—which are still 
miles away from the ghosts of rampant Japan. A 

But Mr Nakasone has made it seem natural, to 
Japanese and westerners alike, that Japan should play a 
big power’s role in the West’s deliberations. Japanese 
newspapers and political experts predicted in May that 
Mr Nakasone had ruined his election chances by 
agreeing with his allies at the Tokyo summit to con- 
demn Libyan terrorism and to say nothing against the 
rising yen. Japan’s voters did not listen to the experts. 
They will not, it seems, ever again be happy witha 
prime minister of whom a western leader could say, as 
de Gaulle did of one of Mr Nakasone’s forgotten 
predecessors, “Who is this transistor salesman?” 

The third yes was to a Japan whose economic growth | 
comes from domestic demand rather than exports. Mr 
Nakasone has been pressing this theme all year. The- 
change is made necessary by American and European j 
unwillingness to put up with Japan’s vast, and still- 4 
rising, trade surpluses; but it makes sense anyway. Inall 
rich countries manufacturing employment is going to 
decline and the knowledge-based portion of output is 
going to rise: so Japan ought to be moving out of its 
1960s-vintage heavy industries, fast. It should also be 
raising its standard of living by enjoying more leisure 
and better housing. 

These changes will come from the tax cuts that boost 
domestic demand; and a high yen should make them 
happen faster. Mr Nakasone called unambiguously for 
Japan to move in this direction. The voters, just notified 
of the country’s first quarterly decline in GNP in 11 years — 
(a result of the high yen), nonetheless gave him more 
votes than ever. 

The most urgent job of the new Diet will be to push 
forward this restructuring of Japan’s economy. Both Mr 
Nakasone and his Liberal Democrats have until now 
had a slim parliamentary majority to blame for their 
dawdling on economic reforms. They now run the 
show. The Diet can, in short order, push through — 
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legislation that will help to deregulate the economy 






spending on useful public capital (like Tokyo’s high- 
ways) rather than on pork-barrel projects (like gigantic 


tural constituencies), and seriously cut taxes. 
The best man to lead Japan in doing this, and in 


ause or halt? 






When Wall Street tumbles 3% in a day, investors have 

ore on their minds than the size of America’s budget 
deficit three years hence after ten more congressional 
attempts to reduce it. They are much more worried 
about the slowdown in economic growth. The latest 
figures show industrial production in America to be 
only 0.1% higher than it was a year earlier; in Japan, it 
is actually 1.8% lower. Since these two economies 
account for almost two-fifths of gross world product, 
growth suddenly seems hard to find. 

One reason is the massive fall in oil prices. That 
hange, unequivocally good for growth in the medium 
and long term, has initially brought a hiatus. Compa- 
nies have been holding back on buying oil and the many 
things linked to it—chemicals, coal, plastics—until their 
prices reflect the lower price of crude. This hesitancy by 
companies has come on top of what anyway promised to 
be a normal downturn in the stock (inventory) cycle in 
several of the biggest OECD economies: in Japan, 
France, Britain and Canada, companies piled up stocks 
in the second half of last year, and so have been ready 
this year to slow down their production lines while they 
npty their warehouses. This kind of destocking never 
sts for long. While it does, though, it makes growth 

ause. 

P The ructions in the oil market have had another effect 
on growth. They have turned half-a-dozen big oil- 
producing countries from being booming markets for 
OECD exporters into nightmares of cancelled orders and 
inpaid bills. In the ten years 1973-82, OECD countries 
got used to increasing their exports to OPEC by almost 
10% a year in real terms. Then their exports shrank by 
8% (1983), 6% (1984) and 10% last year. This year, 
th the oil price slumped and export credits hard to 
et, the fall in volume may be 15%. The effects have 
been heightened by the sudden dullness in what for 
many OECD exporters had been the finest market they 
uld remember: America in 1983-85, with roaring 
emand and a stratospheric dollar, had increased the 
volume of its imports by almost 40%. Now, with the 
dollar falling and America reduced to belt-and-braces 
ordinariness, other countries are bound to suffer a fall 
n sales to the United States. 
The suffering, it should be said, is in a worthy cause. 
Just as oil at $30 a barrel was an unsustainable and 
amaging distortion, so was the dollar at Y263, DM3.47 






especially the railways and agriculture), increase been given 


ridges in important Diet members’ underpopulated * 





espite the scare on stockmarkets, economic growth will probably 
five soon. But it may need help from cheaper money 








ing to the wider world, is the one who has jus 
a smashing vote of confidence. Mr Naka 
sone can be as elusive as any politician. The things he 
has said have often been bolder than. the things he ha: 
been willing or able to do. But he has the inclination. 
the ability and now the votes to take Japan in the right 
direction. He deserves two more years. 
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and almost £1. The devaluations of oil and the dollat 
are both good for the long-term health of the world 
economy. But until other countries start increasi 
their imports as fast as OPEC and America once did, iH 
health will remain pretty shaky. 
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If more needs doing 

The past three years have been a wondrous time of solid 
growth and falling inflation in OECD countries. Most are 
now close to the point where inflation is no longer a 
chronic disease: it merely needs keeping an eye on, like 
the waistline of a 45-year-old jogger. For governments, 
that means concentrating on nominal variables—money 
supply, budget deficits, exchange rates, above all nomi- 
nal GDp—rather than trying to influence real variables 
like unemployment, real GDP and investment. A fixa- 
tion with the real economy in the 1960s and 1970s was 
what allowed inflation to climb into double figures. 


Some recent signs suggest that politicians are returning 
‘to those bad habits: the Tokyo summit communiqué 


mused on targets for real growth, and much of the 
criticism of America’s Federal Reserve stems from the 
view that real growth in America is too slow. 

Policy would become a lot more credible if gover 
ments were to banish the language of real growth A 
favour of controlling the total amount of spending in thy 
economy. When nominal GDP increases steadily by; 
say, 5-6% a year, it ensures solid real growth provided 
capitalists and wage earners do not scoop all that 5-6% 
in higher prices and wages. They will not be able to do 
so if markets are competitive, which is why a prime task 
of good governments is to ensure that competition 
reigns and markets work smoothly. p : 

In the past six months, nominal GDP in most big 
OECD economies has grown too little; in Japan it may 
even have shrunk. Perhaps it is about to revive, as 
companies restock and consumers find the confidence 
to spend more. But governments should also be ready 
to boost demand—and, provided they make it clear that 
they will act to curb nominal GDP as soon as it starts 
growing faster than 5-6%, they could expand now 
without fear of being lampooned for changing course. 
To boost demand involves loosening fiscal policy, or 
monetary policy, or a bit of both. The flaw in any fiscal 
relaxation is that it is hard to reverse: markets simply do 
not believe that governments will whip away from 
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voters tomorrow the very tax cuts or extra spending that 
today seem so popular. The better way is to ease up on 
monetary policy. 

This prescription frightens central bankers, since 
monetary growth is already overshooting official targets 
in several countries. But it is far from certain that a cut 
in interest rates now would boost monetary growth; the 
old relationships have broken down under the pressure 
of financial revolution. In some countries, reducing 
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interest rates might actually shrink the broad measures 
of money, which have been swollen by people moving 
money into interest-bearing deposits where the returns 
are so high. There are risks in cutting interest rates, of 

ecourse; but, taken as part of a strategy aiming at 5-6% 
growth in nominal GDP, they would be minimised. 
Unless spending picks up in the next month or so, 
central bankers should start helping interest rates to 
come down a bit more. 





When firmness works 


Some of the West’s foreign-policy successes 
go too long unnoticed 


By the end of this year or early in 1987, most people are 
e cheerfully predicting, Ronald Reagan and Mikhail 
rbachev will get together to agree on an arms- 
control deal. A few weeks ago most of the same people 
were grumpily saying that any such agreement had 
probably been ruled out by American intransigence 
over SALT-2, star wars, etcetera. The conversion of the 
grumps—though, see below, the arms-control pros- 
pects are not quite as rosy as some of the converts 
think—is the latest example of a phenomenon of the 
1980s: the foreign-policy success that went too long 
unnoticed because people did not want to notice it. It 
has been smart, in these 1980s, to believe that cool- 
nerved firmness will not work. Quite often, it will. 

President Mitterrand of France, for instance, has not 
yet been given enough credit for the success of his 
steadiness in Chad. The sceptics (who then included 
this newspaper) feared that he had been conned by 
Libya’s Colonel Qaddafi, when the two men met in 
Crete in 1984, because Mr Mitterrand then pulled 
France’s soldiers out of southern Chad. There followed 

aid into southern Chad by Colonel Qaddafi’s local 
Ss: which was blocked by the return of a French 
orce. Most of the French then withdrew again, and 
Colonel Qaddafi has since kept quiet. Full marks, so 
far, to Mr Mitterrand for thwarting the colonel, calmly. 

Grenada is an even clearer example. The American 
invasion of that island in 1983 was widely denounced in 
Europe, and in much of the rest of the world. It then 
became clear that almost all the islanders, except the 
bunch who had just murdered the government, were 
delighted to be invaded; that the island’s governor- 
general, by his own account, had wanted the invasion; 
and that one of its effects had been to chasten other left- 
wing revolutionaries in the region. The rescuing of 
Grenada was a good thing. Because it was swiftly done, 
most of those who first condemned it as illegal and 
immoral have now fallen silent, though not many have 
had the grace to say they were wrong. 

One of 1986’s unanswered questions is whether last 
April’s American bombing of Libya will fall into the 
same category of the reluctantly acknowledged success. 
It certainly did not make Colonel Qaddafi the predicted 
“hero of the Arabs”; on the contrary, it increased his 
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isolation in the Arab world, and may have weakened 


him inside Libya. The three months since the bombing _ 


have seen less terrorism with either a Libyan or a Syrian 
stamp on it than the period before April 15th. It would 
be folly to crow that the bombing has conclusively saved 
lives, for Colonel Qaddafi is entirely capable of spring- 
ing a horrible surprise: but those who said the bombing 
would not work have, so far, no reason to claim they 
were right. 


The reluctance to risk 

The other big question of 1986 is whether Mr Reagan’s 
tough approach to nuclear negotiations with Mr Gorba- 
chev will pay off. The obstacles to a comprehensive 


missile-cutting agreement are still large. The numbers 


game goes on. (The Russians now say that, as an 
“interim” measure, they and the Americans should be 
allowed to keep 8,000 long-range warheads each, 
compared with the Americans’ proposal of 5,000 and 
Russia’s previous suggestion of about 6,000. Since each 


side had about 8,000 as recently as 1983, that is not 


impressive.) Russia still wants to ban anti-missile weap- 


ons in space for 15-20 years, which is too long. The talks — 


are still littered with the familiar booby-traps of what to 
do about the French and British nuclear forces, and 
which weapons should be counted in which categories. 
Still, the doomsayers’ prediction that Mr Reagan’s 
renunciation of SALT-2 would ruin the negotiation has 
proved spectacularly wrong. Since then, the Russians 


have offered better terms on star wars, on medium- 
range missiles, on the what-counts-where question and, 


judging by Colonel-General Chervov’s hints in London 


this month, on chemical weapons too. The threat of a 


new arms race implicit in the abandonment of SALT may 
or may not have caused these concessions, but it did not — 


prevent them. This paper’s guess is that, if Mr Reagan 
and Mr Gorbachev meet around the turn of the year, 
they can probably strike a deal on medium-range 





missiles and chemical weapons, and possibly one on — 


long-range missiles and star wars too; and so they 
probably will meet. 

Until the past week or so, this hopeful view was a 
minority one. Most people’s comments pointed sternly 


to gloom and despondency. Why? Partly because, in 
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out. Its other main resource, tuna, 


Europe, most people are reluctant to give the Reagan 
administration the benefit of any doubt. But mainly 
because all the things mentioned in this article— 
invading Grenada, going into Chad, bombing Libya, 
using SALT-2 as a bargaining lever—were calculated 
risks. The conventional wisdom of the recent past has 


The tuna and the sprat 


Stopping Russia’s fishy business in the Pacific 
In the South Pacific it is easy to be lulled into a sense of 


= Sleepy security. The United States was jolted out of 


somnolence last year when Kiribati signed an agree- 
ment allowing the Russians to fish in its waters. What 
were the Russians doing making agreements in the one 
bit of the world from which they had seemed mercifully 


_ absent? And where is Kiribati, anyway? 


Kiribati (pronounced Kiribass) used to be the British- 
ruled Gilbert Islands. After independence in 1979, it 
became poor, partly because its phosphate mines ran 
was poached by 
foreign fishermen, mainly Americans. The United 
States does not recognise Kiribati’s 200-mile “exclusive 
economic zone” around its coasts, although the Ameri- 
cans have claimed similar zones for themselves, as have 
more than 100 other countries. Kiribati grew weary of 
long talks about the fishy business, which had started in 
1984 between America and 11 small Pacific island 
States. Reluctantly, it accepted Russia’s offer of $1.7m 
for fishing rights. 

The Russians have behaved impeccably. They fish 
within Kiribati’s economic zone, but do not sail into the 
State’s 12-mile territorial waters and do not come into 
port. Other Pacific island states are now being tempted 
to sign up for some dollars from Russia. The high seas 
still being reasonably free, there is no sensible commer- 


cial reason why they should not do so. However, it 


Europe on the line 


With the right sort of encouragement, European telecoms companies can 


compete internationally 
Suddenly, Western Europe has a chance to do some- 


_ thing about its telecoms tangle. France’s telephone 


system, once an international joke, is today among the 
best anywhere; and, in buying control of the telecom- 
munications interests of ITT, its Compagnie Générale 
d’Electricité has become the world’s second-largest 


_ supplier of telecoms equipment after AT&T. European 


companies—lItaltel, Plessey, Siemens and CGE—are 

banding together. In one high-tech sector, Europe 

seems at last to be creating companies big and strong 

enough to compete globally: if only European govern- 
14 





been that taking risks is something nations should not 
do, because the conventional wisdom reckons they 
almost always turn out badly. They don’t, if they are 
carefully planned and carried out coolly. Perhaps those 
*too long unsung victories are reminding the West of a 
forgotten lesson about how to survive in the world. 





looks as though future Russian deals with the island 
States may not be as straightforward as Kiribati’s. 

The Russians have proposed to Vanuatu that they 
should have port facilities, and landing rights for. 
Aeroflot. Vanuatu is an independent-minded count 
It is a capitalist tax haven which has friendly ties with à 
number of communist countries. It will probably allow 
the Russians ashore, if only to boost its lagging tourist 
trade. More surprisingly, Fiji, which turned down a 
Russian deal last year, and criticised Kiribati for having 
one, now says it might do a deal and would allow the 
Russians ashore to run a cannery. 

The Americans waggle their eyebrows about Russian 
ships, albeit civilian ones, getting port facilities at a time 
when their own ships, albeit nuclear ones, are being 
denied permission to dock in New Zealand and some 
other places in the Pacific. Nothing the Americans do 
now will make the Russians go away. But it is not too 
late for the Americans to refurbish old friendships. 
Since the Kiribati agreement, they have had eight sets 
of talks on fishing with the island states. In the ninth 
round, the islands are asking for $20m a year between 
them for fishing rights. The Americans are offering $4m 
in government aid, plus $1.5m from the tuna-fishing 
industry. Even $20m is a sprat-like sum, which v 
buy one everyday fighter aircraft. It is time for 
Americans to be self-helpingly generous. 












ments will let them. 

Unfortunately, the continent is still a patchwork of 
protected national markets. Britain’s privatised quasi- 
monopoly apart, Europe’s telecommunications are pro- 
vided by state-owned monopolies that shop at home. In 
France and Italy, state-owned telecoms-equipment 
makers plug straight into state-owned PTTs. In West 
Germany, cynics say they cannot decide whether Sie- 
mens, the main supplier of telecoms equipment, is a 
subsidiary of the Bundespost, or vice versa. 

Within their sheltered national markets, Europeans 
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have created a skein of conflicting technical standards 
and regulations. British telephones cannot be hooked 
up to the German network; Italian switchboards cannot 
handle French calls. In mobile telephones, the newest 
telecoms growth business, European motorists cannot 
make or receive a call when they drive into another 
country because national cellular-radio systems operate 
ion different frequencies. 

An influential minority of European equipment mak- 
ers have come to realise that this protectionism is as bad 
for them as for their customers. Europe has six compet- 
ling kinds of digital switch, while North America has 
nly three. As a result, European firms are spending 
‘roughly twice as much per dollar of switchgear sales on 
R&D, on marketing and on maintenance as the Ameri- 
scans are. No wonder the American stuff is cheaper. 


Bring down the barriers 
"The time for Europe-wide decisions is now. Within five 
rs, the world’s telecoms networks will be installing 
Pequipment that sends computer data and video images 
zas easily as today’s networks handle the human voice. 
‘European equipment makers know that a common 
European technical standard for such Integrated Ser- 
vices Digital Networks is essential. Without it, and with 
sonly national markets to play for, they cannot justify 
the investments necessary to create the next generation 
of equipment. Together with PTTs, they are negotiating 
-to reach an agreement on a common standard a.s.a.p. 
Lured by the broader markets that a common stan- 
dard will open up—and by the incentives offered under 
-the Eureka, RACE and ESPRIT programmes to encour- 
age pan-European R&D—European telecoms firms are 
: atlast creating joint ventures which promise to grow big 
-enough to compete all round the world. It remains for 


The state’s industrial hybrids 





- Britain’s old debate needs widening 


< Britain’s two main political parties are going to spend 
~ much of the pre-election months arguing about an old 
question: should industries be in public or private 
hands? The way they argue, though, will be new, 
because the years of Tory privatisation have exposed 
~ some awkward weaknesses in both points of view. 
_ The Thatcher government's rhetorical enthusiasm for 
selling state companies remains robust, but it cannot 
` disguise some recent embarrassments on British Air- 
ways, the Royal Ordnance factories and water supply. 
Each of these sales was postponed for different reasons. 
But if they had been certain ‘vote-winners, the govern- 
ment would have found ways to hurry them through. 
However unpopular old-fashioned nationalisation may 
be, voters are still not wild about the alternative. Quite 
rightly, too. Although the mere fact of being in the 
_ private sector probably livens up managers, their cus- 
tomers want more choice. The Labour party’s new 
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ecould usefully exercise it by, for instance, requiring 















































European PTTs to do their bit by making big changes in 
their'purchasing practices. 

They have the muscle to insist that their suppliers 
shop around for the best bargains on components. They 


switch suppliers to explain themselves when they do not 
buy components from the lowest bidder. Too often 
equipment makers are disinclined to look beyond their | 
own workshops or those of traditional suppliers of 
components—laziness that rightly infuriates innovative 
small and medium-sized businesses with much more _ 
modern products than Oldfellow and Grandsons. 
(founded 1862). The PTTs ought also to rewrite anti- 
quated regulations governing what is—or, more com- 
monly, what is not—allowed to be hooked up to their 
networks. British firms are absurdly handicapped in the 
fast-growing market for computer modems by regula- 
tions which make it hard to sell on their home market 
products with features demanded as standard else- 
where—like giving computers the ability to dial tele- 
phone numbers by themselves. 
Only by moving quickly on such competition-boost- 
ing changes can Western Europe get its telecoms firm: 
fit enough to take on multinational competitors. The 
United States liberalised the rules on what could be | 
hooked up to its networks years ago under the Carter- 
phone decision. Japanese firms are changing their own | 
procurement policies to shop around for bargains now 
that an almighty yen has made so many of thei 
suppliers of domestic components high-cost producers 
If Europe does not move soon, the window of opport 
nity opened by the switch to Integrated Services Digit 
Networks’ technology will close. In yet another high 
tech sector, that will leave European firms on th 
outside looking in. 


document on state industries recognises the need t 
beef up consumers’ rights: The way the government hi 
done its privatising seems designed to convince consum 
ers that their interest comes well behind that of raisit 
billions for the Treasury. oe 
Money-raising has also determined the sort of firm 
put up for sale. The government has failed to dispose of 
British Coal and newly profitable British Steel, two 
undertakings that have no obvious reason for staying 
the public sector; but it still wants to sell the wat 
authorities, which are partly regulatory authorities, not 
much like commercial companies, and in the publ 
sector in most other industrial countries. 
The government’s urge to squeeze cash from the 
sales, plus its wish to mollify. the existing managers 
state industries, means it has generally chosen 


privatise a firm en bloc. It has thus missed the chance to 


reap the rewards of diversity. These could be had, even 


































in the remaining public sector, and even in enterprises 
that have an element of natural monopoly, by encour- 
aging more regional autonomy. The National Bus 
Company is the only state enterprise which will be split 
into regional parts. - 

_ The Labour party’s policy document is infuriatingly 
Pavlovian in wanting to regain control of most state 
firms sold off by the Thatcher government, but the rest 
_ of it is more imaginative. The paper discusses worker 
:0-operatives, employee share ownership and local- 
uthority enterprise—notions that had largely been 
hunned by the two main parties, for all the world as 
hough British industry’s performance had been so 
rilliant that no experiments were needed. 

The Tories will have to demonstrate their own brand 
f flexibility now that their privatisation programme 
Seems to have lost its way. Their best chance of 

ppealing to floating voters probably lies in producing 
some bright ideas for making state firms more market- 
-Sensitive—and in recognising that a privatised monopo- 
ly, owned mainly by financial institutions which care 


rhe EEC’s spending mustn't run free, when all 
are trying to control theirs 


The EEC’s latest budget row is not automatic proof of 
the Community’s death-wish. The quarrel between the 
ouncil of Ministers and the European Parliament over 
ho holds the purse-strings was in some ways a sign of 
tality. The Council appealed to the European Court 


of Justice; the Parliament sensibly accepted the Court’s 
ruling in favour of the Council: the system is still 
orking—except in its most important respect. The 
EEC continues to overspend, as before. 

_ For years, the Parliament has rightly wanted to be 
less of a debating society, more of a real power. A 
Community dominated by ministers and officials in 
Brussels needs the counterweight of a democratically 
elected assembly. So the Parliament has tried to filch 
from the Council of Ministers a bit more say over how 
uch the EEC spends each year. For this tortoise-beats- 
hare strategy, the Parliament can cite European histori- 
cal precedents back to Simon de Montfort. From small 
ginnings, many national parliaments have grown 
ong by challenging the profligate monarch’s absolute 





The stable’s back door 





-more for short-term profitability than the quality of 
Output, is not the best structure. The party should 
consider the workers’ co-operative—a good form, sure- 
ly, for some privatised coal mines. It could look at the 

e mutual company, the form taken by many insurance 
companies, as a way of transferring ownership directly 
to customers: this might work better for the National 
Giro than a straight flotation, 

The Tories ought also to think more about franchis- 
ing, both as a way of contracting out services such as 
those performed by Jobcentres, and as a halfway. house 
between state and private ownership for enterprises 
with an element of natural monopoly. Franchises have 
worked rather well for the independent: television 
stations, though they would have worked better if the 
levy on profits had been better designed. It is relatively 
easy to compare the quality of output of the regional 
networks and to see how well (or badly) they are 
delivering what they are contracted to produce. Re- 
gional franchising might be a more sensible way ; 
supply gas than to sell off the whole corporation. 
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Council approval, change the obligatory parts of the 
budget item by item. Nor can the Parliament raise the 
smaller, discretionary part of the budget above a ceiling 

Set by the ministers. The Court thus denied the 
Parliament a one-sided power which it hoped it had 
won. But the Court also made it clear that drafting a 
budget was a task in which the Council and Parliament 
were jointly, though not equally, involved, 






its membe r-states 





Now show you can manage iy 
Faith on a visionary scale is needed to see in the EE 
present institutions the nucleus of a government for the 
United States of Europe. Yet the Community’s institu- 
tions are not moribund: they continue to challenge each 
other in a way that suggests there is something in the 
Community worth fighting over. All the more pity if the 
EEC fails to do what it must if it is to keep the confidence 
of the national governments. It needs to show that it can — 
manage its affairs by controlling spending, above all 
farm spending. 

The worst possible “solution” to the budget quarrel - 
was being canvassed by all sides at midweek with 
dispiriting success—an even bigger budget. Farm 
spending in the EEC looks set to rise because of the © 
greater expense of protecting European farmers against 
non-European food priced in cheaper-than-expected 
dollars. That pushes up the total budget. The EEC is 
doomed if it goes on tolerating such nonsense. All of its 
member states are trying to shut the stable door before _ 
their public spending runs away out of control. The. 
Community cannot be allowed to open a back door 
which lets the beast trot free. 
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Profit maintained at the 1984 level 
1985 turned out to. be a favorable year for 
the chemical.industry.in Europe and Solvay 
succeeded in maintaining unchanged its 
profit at the 1984 record level, with 
consolidated turnover at BF 225.4 bilion,” 
barely better than the BF 223.7 billion 
registered in 1984. Cash flow and profit 
equal the 1984 figures. 








satisfactory increase in turnover in the 
human health and plastics processing 
sectors and the rather dull performance. - 
recorded in the more traditional sectors, 
in spite of sales going up by 4 tot 5% in 
volume. This is due to fluctuations in 

the rate of exchange of the Belgian franc 
and pressure on selling prices, although 
the same factors hada beneficial effect 
on costs, which were also favorably 
influenced by the results of the energy 
savings policy for many years enforced by 
the Group. i 


Progressive diversification into. 
more profitable sectors = 
In several sectors, efforts to gain access to 
more profitable markets were undertaken. 
in the plastics sector, the priority given to 
special products over more common 
grades efficiently protects this important 
activity against cyclical hazards. in the 
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animal health sector, the purchase of the 
US Veterinary Division of Squibb& Sons 
extended the Group's product range and 
strengthened its position on the American 
market 


As to. geographical diversification, itis 
being actively pursued by a team working 
in-South-East Asia to coordinate and 










ce: ; “develop Solvay's business in the area. 
The explanation is to be found bothinthe o < = ; : 
-Innovative production methods 





In 1985, Solvay introduced automatic 
inter-electrode distance control in 
electrolytic units world-wide, thereby 
improving energy pertormance. Solvay 
a 
computers on numerous plant sites, 





“fo automate manufacturing units. and 


optimize running conditions. 


A strategy for expansion 
in 1986. Solvay s investment programs 


im 
significant measure to date is the 


- acquisition of Reid-Roweill inthe United 


States. This opens up the US marketto 
Solvay's European pharmaceuticals. 


‘it clearly shows Solvay is now seton 


making human health one ofits main 
concerns on both sides of the 


Atlantic. 





_ Personnel costs 


O further promoted the use of industrial 


plemented. The most 
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Dividend increased 

The dividend proposed for 1985 to-the 
General Assembly of Shareholders is 
BF 300 net of withholding tax per fully paid 
up share - an increase of BF 30 over 

the dividend for 1984. 











Key figures _ 











inmillions of BF 1985 1984 
Sales. 225,443 223,695 
Research costs 7.828 7321 





53,868 51,842 
13,984 10.397 
8,050 
4,905 





Capital expenditure. 








5.052 _ 3,707 
nits roe =. 
Persons employed _ 44461 43,527 


The Annual Report of Solvay & Cie is available 
jo Engish, Dutch and German, on 
request from: Secrétariat Général de Solvay & 





Cie, Rue du Prince Albert 33, B - 1050 Brussels. 
























Highlights: a 


of the year 






























CREDIT INTERVENTION | 


held il 12, 1986 chaired by Prof. : 
ers held on Apri 6 chaired by Prof. AS AT 31.12.85 | Gillion of Lire) 


Avv. Piero Schlesinger approved the balance 
sheet of the year ended. 31.12.85 (120th since foun- 
dation). ae 
The results achieved during the year confirm that 
the bank continued to progress in both the credit 
intervention and services sectors. ~ 
This brilliant dynamic expansion. is accompanied 
by a further reinforcement of the capital base and’by 
a substantial strengthening of the participations of 
the Group Banca Popolare di Milano. 


ECONOMIC RESULTS. oh 
The favourable result of the year of L-95 billion (+ -- 


28% over 1984) allows an allocation of L. 38 billion fo 3 
(L. 25 billion in 1984) to the “Available Reserve | MAJOR PARTICIPATIONS OF 


Fund” and the registration ofa net profit of L. 57.4 | BA CA POPOLARE DI MILANO 
billion (L. 49.1 billion in 1984, + 16.9%). a | 
Subsidiary companies | 


T he Annual General Meeting of the sharehold- 





Financial sources L. 13.477 (+10.5%) 








Deposits from customers L. 7.548 (+ 9.7%) 









Cash loans L. 4.757 (+ 25.8%) 


Percent increases refer to. comparisons with the same 
7 dtems as at Dec. 31, 1984 
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The dividend per share is L. 500 (L. 360 in 1984). 


CAPITAL AND RESERVES > 
| After the approval of the balance sheet and- the 





-| Banca Agricola Milanese; Banca Briantea; 

Gesfimi (Gestione Fondi Investimento Milano); 
-| Teseo (Teleinformatica Servizi e 
Organizzazione). 


atte 





reserves of the bankare over L. 800 billion (+ 23%). 
The risk funds amountto L. 254 billion (+ 12.72%). 
As at 31.12.85 the shareholders of the bank were no. 
95.202 and the employees no. 4197. 

The balance sheet has been audited by Peat Marwick 
Mitchell & Co. 





Other participations 


Nuovo Banco Ambrosiano 10.7%; Itab Group. 
Ltd. 24%; Centrobanca 17.5%; Factorit 18.3%; 
Italease 16.2%. : 















Cooperative Ltd. Liability Co. 
Established in 1865 l 
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The barons ponder the voice of 


heaven 


FROM OUR TOKYO CORRESPONDENT 





Bis sere 
No wonder Nakasone looks serene 
Now the question in Japan is: how callous 
can the Liberal Democratic party be? The 
magnitude of the victory the party 
hieved under Mr Yasuhiro Nakasone’s 
Wish in the election on July 6th 
would, in any other democracy, instantly 
have made him a shoo-in for a third term 
as prime minister after October. Mr Na- 
kasone’s chances háve moved from slim 
before the election to quite strong after it. 
But it says much about what makes his 
party tick that he could even so be out of 
office before the year is over. 

The landslide surprised everybody, not 
least the prime minister. The Liberal 
Democrats won their largest number of 
seats since the party was formed in 1955, 

and their biggest share of the popular 
vote since 1963. Even the most optimistic 
Liberal Democrats had forecast only that 
the party would increase its number of 
seats in the House of Representatives 
(the lower, and more important, cham- 
ber) from 250 to around 280, up where it 
was in the 1970s. When it got 300 seats, 
and promptly recruited four conserva- 
tives who had run as independents, Mr 
Nakasone had to struggle to appear hum- 
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ble. He described the result as “the voice 
of heaven”. 

Heaven spoke, in part, because the 
party wrote the script for it. Japan’s 
multi-member constituency system pro- 
duces only an approximate form of pro- 
portional representation. The Liberal 
Democrats achieved their gain of 50 seats 
with a fairly small swing in the popular 





Nakasone’s arithmetic 


House of Representatives 
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Source. Nihon Keizai Shimbun 
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vote: they won 45.8% in the previous 
general election, in December 1983, and 
49.5% this time. But that shift was 
enough to raise the party’s share of lower- 
house seats from 48.9% to 58.6%. One 
reason for the large increase in seats was 
the fact that Mr Nakasone and the party 
secretary-general, Mr Shin Kanemaru, 
had managed to keep the party's candi- 
date list down to 322, compared with 339 
in 1983. The more candidates a party runs 
in a constituency, the fewer votes each 
candidate gets, and so seats get lost. 

Another tactical reason for the victory 
was Mr Nakasone’s decision to hold the 
lower-house election on the same day as 
the triennial election for half the seats in 
the fairly powerless upper chamber, the 
House of Councillors. This and good 
weather on polling day helped to bring 
71.4% of the electorate to the polls; only 
67.9% turned out to vote in 1983. Liberal 
Democratic voters are thought to be more 
apathetic than others, so a high turn-out 
generally helps the party. 

The main explanations, however, seem 
to be one issue of policy (the economy) 
and one of personality: Mr Nakasone 
himself. The 40% rise in the yen’s value 
against the dollar since September 1985 
has made many Japanese worry that high- 
er unemployment and a recession (at least 
by Japanese standards) are on the way. In 
many countries that might lead to a 
change in government. Not in Japan. One 
reason is that the opposition parties have 
proved unable, singly or in coalition, to 
offer any real alternative. The biggest 
loser in the poll was the largest opposition 
party, the Socialists, whose representa- 
tion fell from 112 to 85 seats. It seems that 
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immediate worries about the effects of 
the high yen sent voters rushing back to 
the Liberal Democrats. 

The Yomiuri Shimbun, one of Japan’s 
biggest newspapers, commented after the 
poll that one-party government in Japan 
has made elections no more than votes of 
confidence, or no-confidence, in the Lib- 
eral Democrats. Mr Nakasone took the 
logic further this time, and made the 
election a vote of confidence in his prime 
ministership, which has been the longest 
and most popular since 1970. This elec- 
tion, more than any previous one, was 
fought on the question of one man’s 
record. That is why the result is being 
seen as such a personal success. 

It is also why Mr Nakasone’s chances of 
remaining prime minister suddenly look 
good. Of course, it is possible that Mr 


__Nakasone, who is 68, may prefer to stand 


down and become the party’s kingmaker. 
But that would be out of character— 
especially now, just after he has fought 
and won an election on the issue of 
himself. 

If he does want to Stay on, the rules of 
the Liberal Democratic party will have to 
be massaged. At present (though they 
have been changed before), they say that 
nobody can hold the job of party presi- 
dent, and hence prime minister, for more 


__ than two consecutive two-year terms. Mr 


Nakasone’s second term is up in October. 
A two-thirds majority of the parliamenta- 
Ty party is needed to change the rules. 

It would take a brutal party to drop Mr 
Nakasone only four months after his 
success. But the Liberal Democrats can 
be brutal, and in the past intramural strife 
has increased when the party’s majority 
has been safe. Mr Nakasone needs 299 
votes to change the rules, but his own 
faction has only 83 members. To get 
enough votes, he would need to resurrect 
the alliance with the Tanaka and Suzuki 
factions that elected him prime minister 


Win 1982, The trouble is that both these 
_ factions have their own candidates for the 


prime ministership. Most party elders are 


. ji jealous of Mr Nakasone and would love 


to dump him. 
His best option might be not to change 


_ the rules at all, but to ask the party to 


“circumvent them, perhaps by separating 
the jobs of party leader and prime minis- 


_ ter. That would not require a two-thirds 
_ majority. But to achieve it he would have 


to make a gesture towards his three rivals 
for the prime ministership, Mr Noboru 


_ Takeshita, Mr Shintaro Abe and Mr 
= Kiichi Miyazawa. He would need to give 
_ them top jobs in the party and would 
_ probably have to promise that one of 
~ them would take over as prime minister 


before too long (say one or two years). 
The face-saving explanation for the rule- 


_ bending could be that Mr Nakasone 
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needs time to finish off jobs he has begun, 
such as splitting up and selling off Japan 
National Railways, the state-run network 
that loses $20m a day. 

This would suit,Mr Takeshita. His 
sponsoring faction, the Tanaka group, 
picked up 20 seats in the election, but he 
needs more time to establish his leader- 
ship of it. Mr Miyazawa has little to lose 
by dealing: his chances are already terri- 
ble because he has been the most vocal 
critic of Mr Nakasone’s policies, especial- 
ly on the economy and defence. But such 
a deal would not please Mr Abe, who 
thinks his best chance to be prime minis- 
ter is now. 

The election’s impact on policy is hard 
to predict. The Liberal Democrats should 
now be able to push through the contro- 


versial legislation on the break-up of the , 


railways, and to take a serious look at 
reducing tax incentives for savings (which 
help keep down consumer spending and, 
thus, the domestic demand that Japan 
now wants to expand). The council on tax 
reform will begin discussing this in Au- 
gust. A mixture of tax cuts and looser 
regulations on building is likely to be 
used, perhaps as early as this autumn, to 
reflate the economy; this will be supple- 
mented by more public-works spending. 

The election has given the Liberal 
Democratic party a chance in the longer 
Tun to put a little distance between itself 
and the rural voters on whom it has 
depended so heavily. The party enjoyed 
its best-ever result in Tokyo, where it won 
19 of the 43 seats, compared with 14 in 
1983. Could it at last be brave enough to 
think about becoming a party for city- 
dwellers and consumers? 


Philippines 
Not quite comic 


FROM OUR MANILA CORRESPONDENT 


A persistent rumour in the Philippines 
during the past month—much reported 
by Manila’s lively press—was that Mr 
Juan Ponce Enrile was planning a coup. 
Mr Enrile was the defence minister of the 
deposed President Marcos and has kept 
the same job under the new president, 
Mrs Cory Aquino. The plotters of the 
attempted coup against her on July 6th 
must have believed the rumour. They 
offered Mr Enrile the jobs of prime 
minister and defence minister. 

Mr Enrile turned down the offer and 
declared that he remained loyal to Mrs 
Aquino. The coup attempt collapsed in 
farce. Half the 500 soldiers who had 
Supported the coup immediately defect- 
ed, saying they had been “misled” into 
believing that they were “protecting” Mr 
Enrile. The other half, including five of 








Mr Marcos’s bad old generals, toget 
with a hired mob of about 2,000 slum- 
dwellers, soon gave up the hotel they had 
seized at gunpoint and were allowed to go 
home. 

In order to avoid bloodshed, Mr Enrile 
explained, all the soldiers had been prom- 
ised amnesty, were allowed to keep their 
guns and would be restored to their army 
jobs. The civilian leaders of the coup, the 
chief of whom was Mr Marcos’s vice- 
presidential candidate in the February 
election, Mr Arturo Tolentino, will be 
charged with sedition. This theoretically 
carries the death penalty. 

The plotters were comically misguided 
in their belief that they could duplicate 
the great outpouring of popular support 
which brought Mrs Aquino to power. But 
their action reflects a deep difficulty, of 
which Mr Enrile is a part. The defence 
minister was the centre of the military 
rebellion against Mr Marcos that trig 
gered the February revolution. ug 
Aquino felt that she was obliged to retain 
him as defence minister. She has since 
been under pressure from some of her 
ministers to dismiss him. 

The coup attempt against her was made 
when the president, vice-president, army 
chief and half the cabinet were out of 
town. Mr Enrile alone was left to handle 
it, and this has gone some way to dispel- 
ling doubts about his loyalty to Mrs 
Aquino. Nevertheless, many people still 
believe that he had prior knowledge of 
the plotters’ plan to take over the hotel. 

Mr Enrile’s presidential ambitions are 
no secret. He has emerged as the protec- 
tor of former civilian and military sup- 
porters of Mr Marcos who are facing, like 
Mr Enrile himself, investigations for hu- 
man-rights abuses and corruption. The 
assets of many of them have been seized, 
an action which Mr Enrile has called a 
witch-hunt. Thousands of elected local 
officials belonging to Mr Marcos’s old 
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political party have been booted out of 
office and replaced by opposition stal- 
warts who, in many cases, are hardly 
known in their local communities. Mr 
Enrile has described this as 
undemocratic. 

Mrs Aquino has been ruling by decree, 
and she appointed 90% of the members 
of the body that is writing a new constitu- 
tion for the Philippines (Marcos loyalists 
were allowed to name the rest). These 
facts have given Marcos supporters super- 
ficial justification for their claim that she 
is a dictator. But such charges, which 
formed the basis of their unsuccessful 
rallying-cry this week, are disregarded by 
most Filipinos, who remain enthusiasti- 
cally loyal to Mrs Aquino. They believe 
her when she says that local and national 
elections will be held, and legislative 

wer returned to parliament, as soon as 
D constitution has been written. 

In the meantime Mrs Aquino will re- 
flect on the best way to ensure that 
plotters do not strike again next time she 
is out of town. She is due to visit the 
United States in September. Perhaps she 
can get some tips from President Alfonsin 
of Argentina, who visits the Philippines 
on July 17th. He has so far managed to 
juggle the tasks of bringing crooked gen- 
erals to book, restoring some stability to 
his country, and going on trips abroad, 
without being deposed. 


New Zealand and France 
The butter did it 


It was “the end of the Rainbow Warrior 
affair”, said Mr Jacques Chirac, France’s 
prime minister. His counterpart in New 
aland, Mr David Lange, must have 
g it were. He claimed that the 
greement reached on July 7th was “a fair 
and just solution”. But the storm which 
broke over his head in Wellington showed 
that, for him, the affair had not yet 
ended. According to Mr Jim Bolger, who 
now leads the opposition National party, 
the Labour prime minister had been 
“made to look an idiot”. And indeed Mr 
Lange, after repeatedly saying that he 
would make no deal with France about 
the two secret agents captured in New 
Zealand last year, has accepted a deal 
which requires them to be handed over by 
July 25th. 

Major Alain Mafart and Captain Dom- 
inique Prieur (whose false Swiss passports 
had described them as a husband and wife 
called Turenge) were sentenced last No- 
vember to serve ten years in New Zealand 
jails. It was another member of the 
French sabotage team who actually 
placed the bombs that sank the Rainbow 
Warrior in Auckland harbour a year ago; 
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but the ““Turenges” pleaded guilty to the 
manslaughter charge (one crew member 
died when the Greenpeace ship went 
down). Now they are merely to be “‘post- 
ed’’—the French word affectés suggests a 
military assignment, not a period of de- 
tention—for three years to Hao, an air- 
base island north of the nuclear testing 
site at Mururoa in French Polynesia. 

The French government is to give New 
Zealand an apology and $7m in damages. 
Of greater importance, however, is its 
promise not to obstruct New Zealand’s 
exports to France and the rest of the EEC. 
To press for the return of the “Tur- 
enges”, the French had resorted to all 
kinds of bureaucratic bloodyminded- 
ness—in Le Monde’s more elegant 
phrase, “innombrables tracasseries 
douanières”: counting kiwi fruit piece by 
piece, slashing open bales of wool (to 
search, it was brazenly claimed, for nar- 
cotics coming into France from New Zea- 
land, of all places). 

Before the end of July the EEC is due to 
fix the quotas for the next two years’ 
imports of New Zealand butter. Under a 
1984 agreement it undertook to let in up 
to 79,000 tonnes this year (a figure to be 
compared, bleakly, with 1973’°s figure of 
165,000); and quotas of 77,000 and 75,000 
were provisionally set for 1987 and 1988. 
But now Mr Frans Andriessen, the re- 
sponsible EEC commissioner, seems to 
have 75,000 and 71,000 tonnes in mind for 
those two years, and the European dairy 
lobbies have pressed for still lower levels. 
In the face of French threats to insist on 
even more savage cuts, Mr Lange's gov- 
ernment, whose austerity policies have 
already contributed to a sharp reduction 
in farmers’ incomes, had to give ground. 

So, after all, economic sanctions do 
work? Ought Mrs Thatcher to change her 
mind about South Africa? The special 
characteristics of this affair should, how- 
ever, be noted. 

France’s position was exceptionally 
strong. It had no need to persuade the 
whole community of nations to join it in 
applying pressure—or even to admit that 
it was applying any itself. It was not just a 
matter of the French being able to make 
effective use of a ban on imports of lambs’ 
brains because hardly anybody else wants 
to eat such things. France’s exports to and 
investments in New Zealand are so small, 
its power of exerting leverage through the 
EEC so great, and its abuse of that power 
so popular with its voters, that its govern- 
ment could, if need be, pursue a confron- 
tation indefinitely. New Zealand’s gov- 
ernment, painfully aware of the damage 
EEC farm policies have already done to its 
exports, could have no illusions about the 
risks of continuing the confrontation. 

This was a classic example, not of the 
effective use of sanctions, but of the 
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effective use of another procedure: resort 
to the United Nations by disputants who 
have got their horns locked and want to 
disengage without too much loss of digni- 
ty. The two governments had asked the 
UN secretary-general, Mr Javier Perez de 
Cuellar, to rule on the dispute, promising 
to accept his decision—and, naturally, 
giving him a pretty clear idea of the 
concessions each could make. 

In such a case the UN can provide, as 
well as a “golden bridge” for a govern- 
ment to retire across, a “lightning con- 
ductor” through which at least some of 
the more violent political reactions can be 
diverted. Mr Chirac may have no need for 
either device, as the Socialist opposition 
he faces held office when the Rainbow 
Warrior was sunk and would prefer never 
to hear its name again; but Mr Lange’s 
need for both now seems evident. 


Mexico 


Stuffed Chihuahua 


FROM OUR MEXICO CORRESPONDENT CHIHUAHUA 


Victory is sweet, even when premature. 
In the early evening of July Sth, long 
before most polling places had closed or 
the votes had been counted, Mexico’s 
Institutional Revolutionary party claimed 
a landslide victory in the election for a 
new governor of Chihuahua state. The 
party also claimed to have won all 14 state 
congressional districts, and taken every 
one of Chihuahua’s 67 municipal coun- 
cils. It was another shut-out for a party 
which in 57 years in power has never 
conceded a substantial election defeat. 
Chihuahua was supposed to be differ- 


ent. The largest, and one of the richest, of — 


Mexico’s 31 states, Chihuahua made his- 
tory in 1983 by electing opposition may- 
ors in every big city. The right-of-centre 
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National Action party, PAN, won 44% of 
the vote, tripling its previous record. The 
party consolidated its hold on Chihuahua 
last year in an election for the federal 
congress. It won an unprecedented four 
out of ten districts and was probably 
cheated out of victory in a fifth. This year 
the PAN nominated Mr Francisco Barrio, 
the popular young mayor of Chihuahua’s 
biggest city, Juarez, as its candidate for 
governor of the state. Many experienced 
PRI strategists said the ruling party was 
risking its first-ever loss of a statehouse. 

No chance. The polls had hardly 
opened on Sunday morning when it be- 
came clear that the PRI had no intention 
of letting the opposition win. Opposition 
representatives were systematically kept 
out of polling places during the vital early 
minutes when ballot boxes were officially 
inspected and certified to have begun the 
day empty. Voters immediately began 
complaining that they were unable to get 
their folded paper ballots through the 
slots in the cardboard voting barrels. The 
reason, which observers could easily see, 
was that many of the barrels were already 
full of ballots. 

The PAN had been predicting for 
months that the ruling party would resort 
to fraud in Chihuahua. But the PAN, a 
genteel and amateurish organisation only 
a decade younger than the PRI, is not the 
kind to cry foul very loudly. It did little to 
exploit the street protests in Chihuahua 
after the election. A year ago, after 
fraudulent PRI victories in the nearby 
states of Sonora and Nuevo Leon, the 
PAN also failed to make anything of the 
widespread anger. 

The government’s ham-handed fraud 
seems mystifying. Many people thought it 





could have won legitimately, or, at the. 


worst, by cheating fair and square. Mr 
Fernando Baeza, the ruling party's candi- 
date, is a serious man. A federal con- 
gressman, former assistant attorney-gen- 
eral, and one-time mayor of Chihuahua, 
his home town, he is attractive and ran an 
energetic campaign. 

Mr Baeza also enjoyed the usual privi- 
leges of a PRI candidate. The government 
paid for his campaign, and provided 
crowds, vehicles, workers and favourable 
press coverage. The presumption that Mr 
Baeza would be governor for the next six 
years allowed him to promise patronage 
and costly public works, while his oppo- 
nent pledged only to “defend the vote”. 
Radio and television advertising—which 
has become increasingly important in 
Mexican politics—was denied to the PAN 
and used extensively by the PRI. 

Even if cheating were necessary, ballot 
stuffing should not have been. The voter 

registers, which were not released until the 
week before the election, were padded 
with phantom citizens, while hundreds of 





flesh-and-blood voters had been struck off. 
In Chihuahua, the capital, and Juarez, 
more than 2,000 polling-place officials 
were PRI loyalists and could have made 
more discreet alterations in the count. 

Outside Chihuahua and the north, 
most Mexicans shrugged off the fraud. 
The government-managed press con- 
veyed the impression that the voting was 
essentially clean, peaceful and a sterling 
example of the PRI's powers of recovery. 
A loss in Chihuahua would have deep- 
ened the divisions within the PRI between 
its old-time political bosses and its young 
technocrats. The message from the gov- 
ernment was that at a time of national 
economic “‘emergency”’ it would brook 
no opposition. 


Kuwait 


No more questions 


Kuwait's parliament had to go. The coun- 
try’s lonely exercise in Gulf democracy 
was making the government’s job diffi- 
cult. Parliament's usefulness as an outlet 
for discontent was outweighed by the 
embarrassment its outspoken criticism 
was causing the government. Kuwait’s 
emir, Sheikh Jaber al Sabah, had clearly 
begun to envy the unquestioned rulers in 
the rest of the Gulf. So, on July 3rd, 
parliament was dissolved, and freedom of 
the press curtailed. 

Kuwait’s parliament, regarded as a 
dangerous curiosity by the other Gulf 
governments, was set up in 1961. It could 
initiate and pass legislation, criticise the 
government and question ministers. But, 
since the emir could dissolve parliament, 





Jaber the Saudis 


it was supposed to use its powers with 
tact. It was dissolved in 1976 for pricking 
the government too hard, and did not 
meet again until 1980, after a fresh 
election. 

That parliament was fairly tame, with 
only a few religious fundamentalists to 
insist, for instance, that diplomats should 
not be allowed access to alcohol. But the 
election in 1985 produced a trickier beast. 
Out of the 50 elected members, four were 
fundamentalists, and three others tended 
to go along with them. The nationalists; 
whose criticism of the government in 1976 
had led to that year’s dissolution, made a 
strong showing: they picked up three 
hardcore members and eight supporters. 
The government, which is selected by the 
emir and the crown prince (who is prime 
minister), became the target of an alli- 
ance of fundamentalists, nationalists and 
members representing some of the S 
merchant families (who resent the lar 
slice of business taken by the ruling 
family). 

The justice minister, Sheikh Salem al 
Duaij, was questioned abeut his role in 
the collapse of the Souk el Manakh stock 
exchange in 1982, and had to resign in 
1985. The opposition then started on the 
clever oil minister, Sheikh Ali Khalifa, 
attacking his personal financial dealings 
and, more recently, his failure to make 
the country’s oil installations secure. Last 
month, explosions which may have been 
the work of Iranian agents wrecked parts 
of Kuwait's main refinery. 

The fundamentalists also laid into the 
education minister, Mr Hassan al Ibra- 
him, who wanted to introduce unIslamic 
reforms in the universities. He handed in 
his resignation in May, but the emir 
persuaded him to stay on. Since the 
justice and oil ministers were the crow 
prince’s closest advisers, the campai 
was seen as an attack on the ruling family. 

Parliament had criticised the govern- 
ment’s performance as well as its person- 
nel. Its failure, after nearly four years, to 
sort out the $90-billion mess of post-dated 
cheques left by the Souk el Manakh affair 
has left the country’s financial markets in 
limbo. The finance minister, Mr Jassim 
Khorafi, and Sheikh Ali Khalifa were due 
for more questions this month. Rather 
than face them, the government resigned. 
This prompted the emir to get rid of 
parliament. 

It looks as though the emir may now 
work with an unelected consultative 
council of the sort that Saudi Arabia has 
been thinking of setting up. What was 
until last week the parliamentary opposi- 
tion is contemptuous of the idea, saying 
that Kuwait is returning to medieval life. 
But Saudi Arabia’s ruling family, which 
has always been suspicious of this democ- 
racy business, will be pleased. 
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Yasser Arafat 


He's had better 
weeks 





Mr Yasser Arafat's enemies are closing in 
on him. On July 7th King Hussein shut 
down the offices in Jordan belonging to 
Fatah, Mr Arafat's chunk of the Palestine 
Liberation Organisation. The next day 
the king expelled one of Mr Arafat’s chief 
aides, Abu Jihad. A few days earlier the 
Syrians, friends of Mr Arafat’s bitterest 
enemies in the PLO, had sent some of their 
toughest troops into West Beirut to try to 
sort out the mess in the Muslim half of 
Lebanon’s capital. The Syrian intelli- 
gence chief in Lebanon said that Mr 
Arafat, who has been trying to re-estab- 
ish his guerrillas in West Beirut, was the 
cause of most of Lebanon’s troubles. 
King Hussein and the PLO have been 
openly feuding since the king declared in 
February that he could no longer work 
with Mr Arafat, and abandoned their 
year-long attempt to find a way of making 
peace with Israel. The king presumably 
hoped that the Palestinians, seeing Mr 
Arafat’s loss of international support, 
would move into his own camp. He 
encouraged a PLO official, Mr Attalah 
Attalah (alias Abu Zaim), to set himself 
up in Jordan as a claimant to the Arafat 
succession. All this produced little re- 


sponse among most Pelestinians living on 
the Israeli-occupied West Bank. 

So the king then undertook a policy of 
stick and carrot. Jordanian government 
payments to the West Bank were held up, 
and permission to cross the border into 
Jordan was withheld. Some people, in- 
cluding Mr Nadim Zarou, the elected 
mayor of Ramallah and a former Jordani- 
an cabinet minister, had their Jordanian 
passports confiscated. More recently, to 
add a bit of carrot to the stick, there has 
been talk of extra Jordanian help in 
“improving the quality of life” on the 
West Bank. 

King Hussein’s room for manoeuvre is 
limited by the fact that Jordan’s two 
closest Arab friends, Saudi Arabia and 
Iraq, are still relatively sympathetic to Mr 
Arafat. So is Egypt’s President Mubarak. 
This may or may not prevent a permanent 
breach between the king and the head of 
the PLO. One of the king’s favourite 
phrases talks of “the Jordanian family” 
on both banks of the river. He may feel 
that he is merely administering a firm 
spanking to an errant child. 

Abu Jihad had accused King Hussein of 
working in consort with the Syrians 
against the PLO. The timing of the king’s 
move, and the entry of the Syrian soldiers 
into West Beirut, may have been coinci- 
dence; but Syria and Jordan clearly have 
similar feelings about Mr Arafat. One of 
the reasons for the Syrian move into 
Beirut is presumably to prevent Mr Ara- 


The high road to South-East Asia 


FROM OUR SPECIAL CORRESPONDENT IN PENANG 


The two young Australians hanged in 
Malaysia on July 7th for heroin-traffick- 
ing were the first westerners to die under 
the country’s anti-drug laws, but 36 non- 
westerners have been executed in Malay- 
sia for drug offences. Death is manda- 
tory if the offender is caught carrying 
more than 15 grams of heroin; the law 
assumes that this quantity makes him a 
dealer. The executions have made many 
westerners, but few Malaysians, shud- 
der. Malaysia has a large number of 
addicts, and the government is deter- 
mined to stop the drug traffic. A few 
hours after the Australians were execut- 
ed, a 69-year-old Malaysian woman was 
sentenced to death for dealing in heroin. 

Will the hangings have any effect on 
the low-budget travellers who go to 
South-East Asia for endless sun, spicy 
food and cheap drugs? In Malaysia itself, 
probably not, since the government was 
already well known for its toughness 
with drug offenders. The death penalty 
has been widely publicised, and since the 
arrest of the Australians in 1983 all 
immigration cards, and even govern- 
ment tourist brochures, have given warn- 
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ing in bold red type: “Be forewarned— 
death to drug traffickers under Malay- 
sian law”. 

Backpackers on their way to Malaysia 
have got the message just as clearly as 
the drug dealers. Possession of small 
amounts of marijuana is punished by 
imprisonment and beatings with the ro- 
tan. Consequently, the widely-used 
“Lonely Planet” travel guides—which 
are usually happy to suggest minor 
dodges in duty-free trading and the black 
market—have bluntly told their readers 
in every edition since 1984 to have noth- 
ing to do with drugs of any kind in 
Malaysia or Singapore (where 20 people 
have been hanged for possessing drugs). 

Stiff penalties in those countries may 
prompt even more low-budget travellers 
to go instead to Thailand. Another Aus- 
tralian is under sentence of death there 
for heroin-trafficking. But the country is 
attractive because of its reputation for 
patchy enforcement of its drugs laws. 
The parts of Thailand frequented by 
better-off western tourists are relatively 
free of drugs—especially Bangkok, 
where the police are vigilant. And in the 





Go away, says Hussein to Arafat 


fat from re-creating the state-within-a- 
state he had in Lebanon before 1982. But 
the Syrians also realise that they have to 
do something to stop West Beirut’s slide 
into faction-against-faction anarchy. 

So far, and up to a point, it seems to be 
working. West Beirut is already a little 
cleaner and quieter. The local people 
understandably wonder why the Syrians 
did not do it months ago. Anyway, re- 
moving gunmen and garbage from the 
streets of one half of one city is only a 
preliminary to the political settlement 
that still eludes Lebanon. An enduring, 
countrywide Pax Syriana is still a long 
way off. 


town of Chiang Mai, near the opium- 
exporting “Golden Triangle”, foreign 
dope-smokers are put off by rumours of 
dealers who make their profits twice 
over: once from the customer, and a 
second time when they point out the 
culprit to the police in return for a 
backhander. The town jail is full of 
young Europeans and North Americans. 

But elsewhere in Thailand business 
continues as usual for foreigners interest- 
ed in drugs. Some tourists leave Chiang 
Mai in small groups to visit remote hill 
tribes, and sometimes to share their 
opium pipes after a long day’s trek. Koh 
Samui, an island near the Malaysian 
border, is still the preserve of backpack- 
ers from Australia, Europe and North 
America. It has no first-class hotels and 
can be reached only after a three-hour 
trip on a rusty ferry, so the jet-setters 
ignore it. 

Visitors who make the trip find scat- 
tered wooden shacks on the beaches 
where they can live on seafood and 
tropical fruit for less than $4 a day. Most 
of the local cafés offer “special cookies” 
(made with hashish) for 20 cents each, 
and guests can buy a big bag of marijua- 
na—which is listed on the slate as a 
“large beer”—for less than $2. Who said 
there were no more travel bargains? 
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China 
The Uighur habit 


China is having qualms about its increas- 
ingly modest nuclear power programme. 
Just before the Chernobyl disaster, China 
announced that it would send some of its 
experts to the Soviet Union to talk about 
nuclear co-operation. The visit will prob- 
ably still take place, but with something 
of a cloud over it. China is looking 
elsewhere for reassurance that its nuclear 
programme is on the right track. In Au- 
gust it is expected to begin talks with the 
International Atomic Energy Agency 
about inspections of some Chinese nucle- 
ar plants. This month the Chinese have 
talked to the EEC about nuclear safety. 
Safety is not China’s only worry. Be- 
cause the Chinese are short of hard cur- 
rency, a nuclear deal with the soft-curren- 
cy Soviet Union had seemed appealing. 





Now Chernobyl is making China look 
hard at the quality of what the Russians 
have to offer. Cost is the inhibition in 
buying nuclear technology from America 
under the agreement reached last Decem- 
ber. American expectations of a $20 bil- 
lion nuclear market in China over the 
next 15 years have already been scaled 
down to $4 billion, and could go lower. 
Although some nuclear bits will be 
bought abroad, Mr Li Peng, the deputy 
prime minister in charge of the nuclear 
industry, has said that China will have to 
rely more on itself. 

The Chinese are thought to have up to 
a dozen experimental nuclear reactors, 
some of them supplied by the Soviet 
Union in the 1950s. The first Chinese- 
designed civilian reactor (which uses 
plenty of imported parts) is a 300-mega- 
watt pressurised-water reactor being built 
at Qinshan, on a typhoon-prone stretch of 
coastline about 75 miles from Shanghai. It 
is due to come into service in 1988. A 


Power to the people 


FROM OUR HONGKONG CORRESPONDENT 


China is getting ready to build one of its 
nuclear power plants at Daya Bay, on 
the Chinese coast about 40 miles north- 
east of Hongkong. Not so fast, say a lot 
of Hongkongers. Suppose Daya Bay 
becomes another Chernobyl. What 
would happen to the nearly 6m people 
living within radiation distance? 


It sounds like an everyday story of 


nuclear anxiety. What makes it different 
is that the Daya Bay issue has become 
entangled with the question of how the 
Chinese are going to run Hongkong 
when they take it over from the British in 
1997. Hongkongers are conducting a 
careful trial-of-strength with China to 
see if their future masters are willing to 
pay attention to a reasonable grievance. 
Before the Chernobyl accident in 
April, it has to be said, Daya Bay was 
not a burning issue. Such critics of the 
project as there were said that the suppli- 
ers of the nuclear equipment, Britain’s 
General Electric Company and France’s 
Framatome, would not get much out of 
the deal except a chance to break into 
China’s promising energy market. The 
Chinese had driven a hard bargain. 
Hongkong’s financial interest in the 
project comes through a private utility, 
the China Light and Power Company. It 
has gone into a partnership with the 
Chinese to build the plant and will be 
required to buy 70% of the plant’s out- 
put—additional power that it does not 
strictly need at the moment, though it 
will probably become useful in time. 
Only Hongkong’s environmentalists, 
not a large group, grumbled about Daya 
Bay in the early days of the project. Now 
their worries are being echoed by more 


24 


than 40 Hongkong organisations, which 
are trying to gather half a million signa- 
tures for a petition to present to China. 
The project has been attacked by a leftist 
lawyer, Miss Liu Yiu Chu, and by Mr 
Martin Lee, a frequent critic of Peking’s 
attitude towards Hongkong. Both are on 
the committee drafting Hongkong’s 
post-1997 constitution. Daya Bay is due 
to be debated in Hongkong’s Legislative 
Council on July 16th. 

China has not publicly shown much 
concern. One Chinese official undiplo- 
matically asserted that GEC was brought 
in only because of China Light and 
Power’s commitment to take 70% of the 
electricity. The intended implication for 
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Free to read means free to grumble 





1,800-Mw reactor at Daya Bay in Guang- 
dong province will use French-built reac- 
tors and British-built turbine generators. 
It has raised a political storm across the 
border in Hongkong (see box). 

Even under its slimmed-down pro- 
gramme, China hopes to build nuclear 
plants with a total capacity of 10,000 Mw 
by the end of the century. Coal is still 
expected to provide three-quarters of 
China’s energy needs by 2000, but most of 
the mines are in the far north and west of 
the country. China’s nuclear enthusiasts 
argue that nuclear power is a cheaper way 
of generating electricity close to the east- 
ern seaboard, where most Chinese live 
and where most of China’s industry is 
located. Industries in some provinces al- 
ready suffer from power cuts. China’s 
rather wistful hopes of quadrupling the 
value of its production by the turn of the 
century depend on its generating foil 


times as much electricity as it does today. 
Nuclear energy is supposed to provide 


British ears is that GEC might be shown 
out if Hongkong gets too unruly, 

China has nonetheless made some 
efforts to reassure Hongkongers of its 
ability to run a complicated nuclear pow- 
er plant safely. This has convinced no- 
body. Neither have the claims of French 
and British experts, who say that, if 
there were a leak, radiation could be 
confined to a six-mile radius. 

There is still one staunch Hongkong 
supporter of the nuclear plant: Lord 
Kadoorie, who is chairman of China 
Light and Power. During the negotia- 
tions over the future of Hongkong, he 
saw the project as an important token of 
Hongkong’s involvement in China’s mo- 
dernisation. He has frequently given 
warnings against letting politics seep into 
Hongkong affairs. Petitions, protests, 
debates? What is the place coming to? 
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a growing share, but more nuclear power 
means more worries. Encouraged by 
Chernobyl to come clean, China’s press 
has recently started reporting some past 
shortcomings, including accidents with 
nuclear waste. There have been protests 
by Uighurs living near the underground 
nuclear-weapon testing areas in remote 


Ghana 
Singin’ in the rain 


Mirth is the last luxury of the poor, and 
Ghana's impoverished intellectuals are 
laughing about two theories. Both seek to 
explain why their country, after a quarter 
of a century of economic failure, is show- 
ing signs of recovery. 

One theory praises the socialist princi- 
ples of the Provisional National Defence 


_ Council, the military junta that has run 


the country since January 1982. This 
claim provokes a nervous chuckle. The 
other theory, advanced by the financiers 
and the officials of the International Mon- 
etary Fund and the World Bank, is that 
free-market policies, backed by foreign 
money and expertise, are already 
working. 

The response of the intellectuals is a 
great guffaw. The medicine prescribed by 
Ghana’s international friends is effecting 

the necessary cure, but it tastes bad in 
urban mouths right now. The Ghanaian 
recovery, the city folk explain, has speed- 
ed along mainly because ten years of 
_ phenomenal dryness have been followed 
by three seasons of plentiful rain. 

Ghana hit bottom in 1983. Then there 
was starvation in the capital, Accra; now 
_ food is plentiful and food prices have (in 
~ real terms) halved. Exports were at their 

_ lowest level for half a century. Drought, 
bush-fires and the exchange rate had 
Tuined the vital cocoa crop. Now cocoa 
exports have gone up sevenfold in vol- 
__ ume. The shops in 1983 had no consumer 

_ goods, not even soap or matches. Now 
= imported goodies are stacked on the 
Shelves. 
_ Some Ghanaians still hanker for the 
= good old days of 1957, when they gained 
= independence under the mesmeric 
Kwame Nkrumah and had a GDP per 
person (inherited from the British) 
= roughly equal to that of Mexico’s and 
_ South Korea’s then. Nkrumahist misman- 
agement—particularly on everything to 
do with the cocoa crop—contrived that, 
_ for the next 25 years, real average in- 
comes dropped by a steady 1% a year. 

In 1981 the final attempt to run a 
democratic government collapsed in in- 
competence and farce. An_ idealistic 
group of young soldiers led by Flight- 





Xinjiang province. Discussions with Ja- 
pan about storing commercial nuclear 
waste in China’s Gobi desert are liable to 
stir up more trouble. It may not be long 
before the people of*Shanghai and Can- 
ton, who live within belching distance of 
the power plants now being built, get the 
Uighur habit. 





y 
o - Dis. dole 
prodded reformer 
Lieutenant Jerry Rawlings had previously 
tried to reform the country by shooting a 
batch of generals and politicians. This 
time they opened an era of rule by 
people’s committees. Bankruptcy put a 
stop to that experiment. After a year of 
desperation the soldiers went to the IMF 
and the World Bank, asking for help. 

Foreign funds and experts have rebuilt 
an important railway line, repaired the 
main port, and made a start on rebuilding 
the road system, which is how the cocoa 
gets out. Foreign advisers have super- 
vised a drastic pruning of the budget, a 
huge devaluation, which is the thing Gha- 
na most needed, and a series of expensive 
foreign loans. 

Those loans are a trap. Ghana’s exter- 
nal debt is not large, since in the bad years 
nobody in his senses lent the country 
much. But the Rawlings reforms meant 
going to the World Bank for project aid 
and asking the IMF for standby credits. 
Repayments of $550m are due this year— 
the equivalent of two-thirds of the coun- 
try’s foreign-exchange earnings. The net 
inflow of foreign money is expected to be 
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only $250m, well below what is needed 
for the imports and new investment that 
can make continued recovery possible. 

Foreign private investment should 
help, says the IMF. The government is 
under pressure to privatise—sell to for- 
eigners—its wasteful hotels, gold mines 
and transport businesses. But potential 
buyers are cautious, and not just because 
the businesses look like lemons. Foreign 
investors want a stable regime: Mr Rawl- 
ings and his friends face repeated at- 
tempts to overthrow them, which they 
meet with executions. 

Most Ghanaians seem reasonably con- 
tent, since food is plentiful and farm 
prices have gone up. But the urban and 
educated classes are having a hard time. 
Their standard of life depends on im- 
ports, and the devaluation is crushing 
them. Until 1983 a dollar was cma | 
worth 2.75 Ghanaian cedis. A dollar wi 
now Officially buy 90 cedis, and 130 cedis 
or more on the unofficial (but not illegal) 
market. Pay, measured against the dollar, 
is low. The highest-paid public official, 
the chief justice, now earns about 10,000 
cedis a month. This is the equivalent of 
about $110. 

The devaluation has also upset the 
armed forces, which operate almost en- 
tirely on imports. This is dangerous. Op- 
ponents of Mr Rawlings who have left the 
country piled up ample savings abroad 
while they held office. A few thousand 
dollars will now buy enough cedis to 
suborn companies of soldiers. Most of the 
exiles live in America, and the military 
government (which last year uncovered a 
clumsy local spy-ring operated by Ameri- 
ca’s Central Intelligence Agency) persists 
in denouncing what it calls imperialist 
destabilisation. There is little chance that 
Ghana will get more American help. & 

So Ghana’s free-market recovery pr 
gramme, whose success depends in the 
short run on a fairly generous mix of 
foreign aid and private investment, may 
well not get enough of either. The failed 
policies of “African socialism” could 
beckon again. 

Ghana’s 13m people are by African 
standards highly educated, and by any- 
body’s standards kindly disposed towards 
a free-market system. Their example has 
long been followed throughout post-colo- 
nial Africa. Many of the black nations are 
at last experimenting with free-market 
policies inspired by the IMF. Failure in 
Ghana, which has (even if prodded into 
it) undertaken those policies more thor- 
oughly than most, would spread far be- 
yond its borders. Success may depend 
more than anybody has yet wanted to 
acknowledge on not letting the needed 
reforms make life too tough for the city- 
dwellers, who so far have only the rains to 
be thankful for. 


_ THE ECONOMIST JULY 12 1986 


AMERICAN SURVEY 


Burger leaves the labyrinth 





Muddling through as ever, the Burger era 
at the Supreme Court came on July 7th to 
the end of its 17-year run. The final few 
weeks were typical of what had. gone 
before. The court, by a five-to-four vote, 
reaffirmed its decision that the right of 
personal privacy prevented a state from 
regulating abortions, then, with the 
switch of one justice, turned round and by 
“a five-to-four vote ruled that judges 
would usurp state authority if they held 
that a right to privacy restricted the state 
from punishing sodomy. By other narrow 
votes, the justices laid down new rules to 
govern when and how whites could. be 
disadvantaged to. remedy discrimination 
against blacks; established the right of 
disgruntled politicians to appeal-to courts 


against partisan gerrymanders (see page. 


30); and invalidated part of the Gramm- 
Rudman budget-balancing’ law. onthe 
basis.of an obscure and never-exercised 
power of Congress to fire the comptrol- 
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ler-general, the government’s chief ac- 
countant (see over). 

Criticised from the left for having 
counter-revolutionary instincts, criticised 
from the right for failing to follow them 
through, the court that Warren Burger, 
the 15th chief justice of the United States, 
has led since July 1969 was doomed to 
comparisons that were both persistent 
and unkind. Persistent because, even af- 
ter 17 years, the Burger court was respon- 
sible for few innovations and followed 
largely an agenda of reaction to what Earl 
Warren’s Supreme Court had done. Un- 
kind because, in. comparison with the 
Burger years, the Warren court had an 
easy path to follow. 

In earlier times, the Supreme Court’s 
agenda has concentrated on issues such as 
the relative powers of the state and feder- 
al governments or-the power of the gov- 
ernment to regulate commerce. The 
agenda established by the Warren court, 





















































and followed in Chief Justice Burgers 
years, was. focused on a different issue: 
the relationship of the individual to the 
state. In Warren’s day, that agenda meant | 
striking down state practices that forced: 
some citizens into a second-class. status. 
The courses of liberté and égalité ran. 
together and, if fraternité was battered 
somewhat in the process, no matter, the 
social fabric seemed tough enough, at 
least in the beginning, to take it. 
Chief Justice Burger, by contrast, cam 
to office at a time when social disintegra- 
tion seemed to many a frighteningly. real 
possibility. As his. term proceeded, the 
task of enhancing the equality of- one 
group seemed more and more often: to 
require constricting the liberty of anoth- 
er, forcing the court into a series of 
difficult choices of values... 
In each of the three areas in which the 
Warren court had had its greatest impact, 
areas which dominated the Burger court 
docket to the last—race, crime and th 
structure of the nation’s. political pro 
cess—the earlier court had the opportuni 
ty to.announce broad principles that ou 
lawed manifest: injustices. The Burger 
court faced the harder task of decidin 
how to deal: with problems that judici: 
denunciations had failed to eliminate. 
In the area of race, for example, the lot 
of the Warren court was to proclaim what 
many Americans already believed and 
most, even in the South, were prepared t 
accept: that the constitution could: n 
longer tolerate officially sanctioned ra 
ism. Laws fell that barred black and whit 
children from learning to read in the sami 
schools, that prevented black men and 
women from voting and serving on juries. 
or that forbade interracial marriages. 
But race prejudice did not disappez 
merely because its manifestations. ha 
been declared unconstitutional. To th 
Burger court fell the far harder. task € 
deciding what state power—both judici; 
and executive—could be brought to be 
to break the ingrained patterns of a. 
nation. a 


Integration by bus i 

The Warren court had called for desegr 
gation of the schools “with all deliberate 
speed”. in the famous Brown v Board | 
Education case in 1954. Fifteen year 
later, when Chief Justice Burger took 
office, American classrooms remained 
almost. as segregated as they had ever 
been. White parents who had, sometim 















tate could no longer command blacks to 
tay out of their schools, bridled when 
told that the state would now command 
them to send their children to integrated 
“classes. i 

Over the years, the justices laboriously 
carved out rules to guide the integration 
of schools both north and south. They 
began in the autumn of 1970; with a case 
that upheld the ‘busing of thousands of 
children to integrated schools in Char- 
tte, North Carolina. They ended five 
years later when the court, satisfied that 
trial judges were exercising their powers 
properly, decided not to hear appeals in 
cases from Boston, Massachusetts, where 
a judge had ordered busing, and Mont- 
gomery, Alabama, where another judge 
had declined to do so. In the meantime, 
largely over the objections of both Chief 
Justice Burger and his designated succes- 
sor, Justice William Rehnquist, the court 
had in effect given federal trial judges the 
power to override local officials and run 


An egregious time-waster from the be- 
ginning, the Gramm-Rudman budget- 
cutting law has nonetheless been a con- 
sistently successful headline-grabber. On 
July 7th, the Supreme Court ruled that 
<> one of the bill's central provisions was 
unconstitutional, Nobody was surprised. 
Yet, as if on cue, share prices on Wall 
Street slumped dramatically (see page 
73). The announcement, even though 
the financial markets had expected it, 
seemed to crystallise a growing mood of 
“pessimism over America’s economic 
"prospects in the coming months. 
"The Supreme Court merely upheld a 
lower-court decision which was an- 
nounced with comparatively little fuss in 
=. February. Oddly, neither court found 
«othe Gramm-Rudman bill unsatisfactory 
for what might seem its obvious defect: 
that it was an attempt. by members of 
Congress to abdicate their constitutional 
responsibility to decide how much the 
government spends and on what. If any- 
thing, the reverse: the bill failed its legal 
examination because Congress left itself 
a vestigial role in the “automatic” pro- 
cess for making spending cuts. 
© The Gramm-Rudman bill appointed 
the General Accounting Office (GAO) as 
chief spending executioner: the GAO's 
role was to co-ordinate the calculation 
and implementation of the cuts accord- 
` ing to formulas decreed by Congress. 

















~ legislative one. But, the courts decided, 
the GAO is an arm of the legislature, 
>. because Congress has the power to dis- 
miss its boss, the comptroller-general. So 
-Gramm-Rudman. had proposed that a 


grudgingly, accepted the notion that the — 


Gramm-Rudman wounded | 


` That role is an executive function, not a . 


-< quasi-Congressional body should carry 


school districts from their offices, a step 


the Warren court had hesitated to take. 
Soon after the justices completed their 
work on busing they were’ confronted 
with an equally emetional question, one 
that they struggled with for eight years 
before developing some answers last 
month: how much discrimination against 
whites the constitution and civil-rights 
laws would tolerate to overcome the 
effects of centuries of discrimination 
against blacks. 





A court divided 
The issue of reverse discrimination has 
left the court badly divided. Four justices 
have. generally voted to uphold. racial 
preferences, the “affirmative action” 
plans, while four others have generally 
opposed. them. The fifth and deciding 
vote has been cast by Justice Lewis Pow- 
ell, a cautious,- conservative lawyer, 
whose avoidance of a sweeping answer 
whenever a narrow one. is available has 
come to: typify the Burger court’s ap- 


out an executive task—a violation of the 
doctrine of separation of powers. 

The bill was obviously vulnerable to 
this.line of attack; some of the members 
of Congress. who. voted it into law last 
year did so only because they were sure it 
would fail in the way it now has. The 
bill's designers even built in a fall-back 
provision, which the Supreme Court has 
let stand. The cao will work out the 
cuts, as before, but they will have to be 
wrapped up as a resolution and voted 
upon by both chambers before they 
come into effect. 

That makes the process far from auto- 
matic. Senators Phil Gramm and Warren 
Rudman have decided that they would 
rather get Congress to relinquish its right 
to sack the head of the GAO, and thus 
revive their original plan. Debate on this 
new proposal means that for a while 
longer the bill can continue to serve its 
time-honoured role: something for Con- 
gress to argue about instead of taking 
painful decisions on cutting the deficit. , 
In the meantime, interim cuts of $11 
billion enacted last March will be void 
unless Congress votes to ratify them 
within 60 days. The National Treasury 
Employees Union has. already an- 
nounced a lawsuit claiming the cost-of- 
living pay increases that. its members 
were denied in that first round of cuts. 

Wall Street’s view has long been that 
when members of Congress want to cut 
the deficit, they will. do so, Gramm- 
Rudman or no; if they do ‘not want to; 
neither Gramm-Rudman nor anything 
else like it will force them to. The will to 
cut the deficit may evaporate in the run- 
up to November’s elections—one reason 


proach to large questions. = —  : 

The cases began in 1978, when the four 
conservatives; joined by Justice Powell, 
ruled that the University of California 
had gone too far in excluding Allan 
Bakke, a white man, from its medical 
school in the city of Davis by establishing 
a fixed quota to ensure the admission of a 
minimum number of minority students. 
At the same time, the four liberals, joined 
by Justice Powell, ruled that the school 
could give special non-quota preferences 
to minority applicants that might, in the 
end, have exactly the same effect. 

The Bakke case did little to end the 
confusion in the lower courts over racial- 
preference programmes. Later cases were 
of little more help. In the past few 
months, however, the court has begun at 
last to develop a consensus. Special pref- 
erences could be given to blacks any 
members of other minority groups, eve 
if the individual recipients of the help 
were not themselves proven victims. of 
discrimination, and even if those who 


































why gloom over the deficit is spreading. 
Another is that recent weeks have 
brought a string of economic disappoint- 
ments. (Slower-than-expected economic 
growth means higher-than-expected 
public spending and lower-than-expect- 
ed tax revenues.) It was this concern 
over the sickly state of the economy that 
rattled share prices this week. 

In May, industrial production fell by 
0.6%, the third monthly fallin the past 
four months. Most analysts expect the 
June figures to show another fall, be- 
cause the employment figures: for that 
month, which have already been re- 
leased, showed, in total, virtually no 
change over May. The pattern of June’s 
employment changes both by region and 
by economic sector confirmed the recent} 
trend of slump in manufacturing (espe- 
cially in mining, oil-related businesses 
and the car industry) and. strapping 
growth in services. This combination 
threatens to leave overall GNP. growth at 
a less-than-respectable annual rate of — 
24% in the second quarter. 

The economy is waiting for two things: 
first, the benefits of cheaper oil, which 
will come in the form of a pause in 
inflation and a boost to real spending 
power; second, an increase. in exports 
and a decrease in imports, both thanks to 
the devaluation of the dollar over the 
past year. A few months ago, just about 
every forecaster expected these factors 
to push growth much higher in the sec- 
ond half of the year. Most still do, but as 
signs of this bounce-back fail to materia- 
lise doubts are creeping in. Some are 
writing down their estimates for second- 
half growth from 4% or more (at an 
annual rate) to 3}% or less. It all adds up 
to mounting. pressure on the Federal 
Reserve to cut interest rates again. 
















































suffered as a result of the workings of the 
programmes were not themselves 
discriminators. 

Companies and local governments 
could adopt numerical goals to guide their 
programmes, provided those goals were 
“flexible” and not “rigid quotas”. Prefer- 
ential treatment would be allowed in 
hiring, but it would not be allowed to 
break the traditional last-hired-first-fired 
rule in lay-offs and it would need careful 
watching if applied to promotions. Again, 
Chief Justice Burger and Justice Rehn- 
quist dissented, while other justices ex- 
pressed differences, mainly over details. 


Awkward issues in politics 

As in race, so in the area of politics: the 
Warren court’s decree that legislative 
districts must contain equal numbers of 


a rule of one person, one 


| @ 


vote—was controversial at first but quick- 
ly became an article of democratic faith. 
The Burger court, by contrast, faced two 
questions, both of which defied simple 
answers. The first once more involved 
race: what could be done to end the 
exclusion of southern blacks from the 
political life of their region? The second 
involved the time-honoured political tra- 
dition of the gerrymander (drawing elec- 
toral districts to benefit the party in 
power). Chief Justice Warren and his 
colleagues had hoped that the one-man- 
one-vote rule would so constrain the 
draughtsmen of legislative maps that they 
would be forced to give up the tricks of 
their partisan trade. The advent of the 
computer, with its vast capacity for jug- 
gling numbers, made false prophets of 
them. 

The answer to both questions, rein- 
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Burger (left) and colleagues their legacy 


forced by two decision$ handed down on 
the same day late this term, was to push 
America’s political system closer to judi- 
cially enforced proportional representa- 
tion both for political parties and for 
racial groups. The racial decision, broad- 
ly interpreting the power Congress had 
given judges in its most recent revision of 
the Voting Rights Act, directed judges to 
measure election systems against an ideal 
of maximum representation for minority 
communities. The gerrymandering deci- 
sion dismissed a claim by Indiana’s Dem- 
ocrats that they had been done in unfairly 
by Republican map-makers, but made 
clear that those disappointed by the pro- 
cess in the future would be welcome to 
make their pleas to the court. 

Not all the Burger court’s decisions, of 
course, merely followed paths the War- 
ren court had opened. Discrimination 
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against women, for example, had gone 
largely untouched in the Warren years, 
but the Burger court—this time with the 
chief justice’s agreement, but still over 
the objections of Justice Rehnquist— 
repeatedly struck down laws that re- 
quired men and women to be treated 
differently in civil life. 


Abortion is a private matter 
In the area of privacy, the Burger court 
took a slowly-evolving doctrine and fash- 
ioned out of it the most controversial 
decision of all, the abortion ruling, Roe v 
Wade. But although the court has held its 
ground on that ruling, the justices, what- 
ever the philosophical inconsistency, 
have declined to take the privacy doctrine 
any further, as the recent sodomy deci- 
sion showed. 

The Burger court also struck out on its 
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own in the reassertion of the independent 
sovereignty of the 50 states against the 
national government. Here it was Justice 
Rehnquist who led the way, pushing 
ahead with a line of cases that reversed a 
pattern of federal aggrandisement 
stretching back to the early part of the 
century. The court has moved along Jus- 
tice Rehnquist’s road in a jerky pattern of 
starts, stops and back-turns. The result so 
far, however, has been a notable reasser- 
tion of the power of states in the federal 
system. 


Conservative on crime 

Justice Rehnquist’s other major role has 
been in the area of criminal law, where 
the Burger court has been most nearly 
true to the conservative expectations that 
gave it birth. The greater consistency on 
criminal matters is, of course, no acci- 
dent. President Richard Nixon, who ap- 
pointed Chief Justice Burger and three of 
his colleagues on the court, was ambiva- 
lent on racial questions, cared little about 
matters such as abortion, but was deter- 
mined to appoint judges who would be 
tough on criminals—a determination 
which eventually rebounded against him 
when those judges turned out to be tough 
on criminal presidents as well and or- 
dered him to giye the Watergate special 
prosecutor access to the famous White 
House tapes. 

But even in the area of criminal law, 
the Burger court seemed to move with 
unsure steps. The essence of the Warren 
court revolution in criminal law—the dec- 
laration that the constitution asserts a 
code of criminal procedure binding on 
every local police agency and trial court in 
the country—remains intact and is now 
virtually beyond question. Intact, too, are 
the essential elements of that criminal 
code: the Miranda rule that police must 
inform suspects of their constitutional 
rights before questioning them; the Gide- 
on rule that defendants must be supplied 
with lawyers at state expense if they 
cannot afford them; the Massiah rule 
that, once a lawyer has been appointed, 
informers and other agents of the state 
cannot be used to ferret information from 
a defendant behind his lawyer’s back; the 
Duncan rule that the states must give 
defendants a trial by jury; the Mapp rule 
that evidence seized as a result of illegal 
police procedures may not be used at a 
trial. 

Rather than overrule any of those War- 
ren court cases, the Burger court has 
contented itself with restricting their 
sweep—allowing illegally seized evidence 
into trials, for example, if the police had a 
magistrate’s authorisation for the seizure 
and believed in good faith that it was 
proper, or allowing confessions taken 
without Miranda warnings to be used in 
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When both sides claim a victory after a 

Supreme Court decision, it is usually a 

sign that more rulings are needed. This 

applies to the Supreme Court’s opinion, 
handed down on June 30th, on gerry- 
> mandering, the drawing of- political 
- boundaries by political parties in control 
`- of state legislatures to ensure their. suc- 
cess in state and congressional elections. 
‘Both Republican and Democratic lead- 
ers hailed the decision as a: victory for 
their side, then braced themselves for 
more lawsuits. 
The issue before the court was a 
~ parochial squabble between Democrats 
and Republicans in Indiana. The Demo- 
crats ‘said that a state legislative map 
drawn by the Republicans provided their 
party with a disproportionate share of 
‚seats in the state legislature. The case 
also had national implications because 
gerrymandering is widely used by domi- 
< nant political parties everywhere. The 
-art goes back at least to 1811, when 
Governor Gerry of Massachusetts ap- 
proved'a map that looked like a salaman- 
der—hence the term. 

: Both parties want to take advantage of 
the redistricting that will follow the 1990 
=+ census. The Republicans, in particular, 

- believe that they will not be able to 
improve their lot in the House of Repre- 
sentatives as long as Democrats control 
redistricting in most state legislatures. 
-Democrats have control of both cham- 
-obers in 26 states, and 36 of the 50 
-< governors are Democrats. Republicans 


































certain subsidiary roles-in trials. 
“In some areas, infact, the Burger court 
ent far beyond its: predecessor in the 
_ drive to force all state criminal processes 
‘te follow a national code. The main 
_example—perhaps the single best view of 
what one distinguished commentator has 
dubbed the court’s.“‘rootless activism” at 
work—has been the justices’ treatment of 
the death penalty. 

























_ Return of the executioner 

n 1972, by a five-to-four vote, with all 
the Nixon appointees dissenting, the jus- 
ices struck down all the death-penalty 
ws that then existed, sparing the lives of 
more than 300 people awaiting execution. 
-The laws as then established, the justices 
concluded, were too arbitrary to serve as . 
a basis for capital punishment. 

‘At least some of the justices in the 
Majority thought the death-penalty issue 
was gone forever. They misread the pub- 
c mood. Swiftly, one state after another 
accepted the Supreme Court’s. implicit 
chalienge to design less arbitrary laws 
and, in 1976, by a seven-to-two vote, 
Justices William Brennan and Thurgood 
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have full control of dnly 11 legislatures. 
Even though it left the Indiana redis- 
tricting map in place, the court's decision 
was a departure. First, the court ruled 
that the drawing of electoral boundaries 
is a suitable issue for review by the 
federal courts. It has never before cho- 





The salamander’s wings clipped 

sen to enter these murky political waters 
and, indeed, three dissenters—Chief 
Justice. Warren Burger, Justice. William 


Rehnquist and Justice. Sandra Day. 
O’Connor—said it should not doso now. » 


They argued that the issue was best left 


-to the legislative branch of government. < 
Seve federal courts. to. ‘review 


new capital-punishment laws i in Georgia, 
Texas and Florida. 

Three years went by before the first 
execution under the new laws. In the 
intervening years and since, the justices 
have continued to elaborate procedural 
protections to satisfy themselves that the 
arbitrariness test has been passed, The 
result has been a system that pleases 
almost nobody. The system allows execu- 
tions, to the dismay of civil libertarians, 
but, to the dismay of prosecutors, inter- 
poses a series of detailed procedural re- 
quirements—complete with at least six 
levels of appeals—that may be too com- 
plex for the state criminal courts to oper- 
ate. A high proportion. of death sen- 
tences, more than half in some states, are 
reversed at some level of the appeals 
process, the critics note, and the pace of 
executions has been so. slow in compari- 
son with the rate of sentencing that the 
number of people facing execution now 


exceeds 1,800. 


The fates of the three men whose cases 
the Supreme Court considered in rein- 


stating the death penalty are instructive. 





legislators tempted to load the. dice 


-Sentatives anda change in 1983 did little 





: tion to start the California case moving: 


Marshall dissenting, ti 4 upheld the 


charies of ierrymandering m may have a 
long-term effect on: redistricting. State 


against their opponents will be re-. . 
strained by the knowledge that they may 
be overruled in court. As a result, some 
analysts say, politicians will now be Tess 
likely to create patently unfair districts. 

In the second part of its decision the 
court said that extreme cases of gerry- . 
mandering are unconstitutional. It then 
set a series of guidelines to show under 
what conditions it will overturn a politi- 
cal map. The guidelines. are quite. strin- 
gent and leaders of both political parties 
say that they do not expect a flood of 
gerrymandering cases. Mr Paul Kirk, the. 
chairman of the Democratic National 
Committee, says he is confident that the 
courts will not find any. existing maps 
that are unconstitutional. The Republi: 
cans, however, expect to win a number «J 
of cases. Some estimate that. successful: 
lawsuits could make as many as 20 con- 
gressional seats now held by Democrats. 
winnable by Republicans by the end of 
the decade. The states they are eyeing o 
include Illinois, Tennessee, Oklahoma. 
and Florida. 

There is little doubt, however, that the- 
first big challenge based on the. court’s 
ruling will come in California. After | 
drawing the map in 1982, the Democrats 
gained six seats in the House of Repre- 


to improve Republican chances. The. 
latest challenge is a lawsuit in federal 
court that was held in abeyance until the 
Supreme Court had ruled in the Indiana 
case. Republicans have now filed a mo- 






The Georgia prisoner, like many y others in in 
America’s prisons, died at the hands of 
another inmate. The man from. Texas 
filed a further appeal, won a reversal 
his death sentence from an intermediat 
federal appeals court and is now serving a 
life sentence. And at the Florida state 
penitentiary, Charles Proffitt, having lost 
before the Supreme Court, won-on a 
second appeal and lost again at a resen- 
tencing, sits, as he has for most of the past 
dozen years, on Florida's- death row 
awaiting further hearings, a human mon- 
ument to the Burger court. 


Presidential speechwriters 
Lost for words 


It was not President Reagan’s notion to 
call the Soviet Union an “evil empire”. 
He may have said it; but the man who had 
the idea, drawing on-a thought he had 
seen crossing the presidential subcon- 


. scious, was Mr Anthony Dolan. Mr Do- 


lan is a presidential speechwriter. He 
used to be ane of six; he is now one of 
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Choosing the right XO is easy 
when you can afford Rémy Martin. 


















































Here are a couple of features you might not expect to find 
on the biggest and most technically advanced aircyaft of its kind in 
the world, the Big Top 747. 

(Of which, incidentally, we now have the world’s largest fleet.) 
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A great way to fly 


How Morgan Guaranty used swaps 
to reduce financing costs in four currencies 
for a major "US. corporation 





E ; 
Complex swap transactions involve Morgan officers around the world. Shown are a few members of a typical team. In London, 
from left, are Conrad Voldstad, Michael Enthoven, Peter Bernard. In New York are Thomas Kalaris, Christopher English, TJ. Lim 


Morgan Guaranty is a world leader in 
the swap market. More and more of the 
largest multinationals are choosing us 
to arrange complex, innovative swaps 
that reduce borrowing costs and in- 
crease control over interest-rate and 
foreign currency exposures 

A major Fortune 500 corporation, for 
example, recently sought ideas on pro- 
viding some $80 million of funding for 
subsidiaries in four European countries 
Our international funding experts, in- 


cluding swap teams in New York and Lon- 


don, quickly structured an innovative, 
cost-effective package involving a bond 
issue plus 13 swaps. Morgan got the deal. 
Arranging the deal 

First we identified the least expensive 
dollar source of funding for the com- 
pany—a dollar-yen dual-currency issue, 
with interest paid in yen and the princi- 
pal in dollars. 

Then we swapped the dual-currency 
bond cash flows into variable rate finan- 


cing, and finally executed swap con- 
tracts to generate the Deutschemarks, 
French francs, Belgian francs, and 
guilders that the subsidiaries needed. 
Though the transaction involved seven 
currencies and nine counterparties 
in five countries, we did it in less than 
three weeks 

The result: an estimated savings to 
the client of about %% per year and 
tighter control over its long-term risk. 

Swaps market leader 

This is one example of the innovative 
swaps we did for clients in the past year, 


.when corporations, governments, and 


banks worked with Morgan on over $20 
billion in swaps, in 21 currencies. They 
came to us for these key strengths: 
Morgan's market presence 
We're a leading participant in global 
capital and credit markets as well as for- 
eign exchange, government bond, and 
bullion markets. We use our market 
knowledge to match a wide range of 


Morgan Guaranty 


opportunities to each clients needs. 
Morgan's strong capital position 

Our primary capital of nearly $6 billion 
enhances our role as principal and can 
reduce client costs and risks in each 
swap we arrange. Because we can 
warehouse large interest-rate and cur- 4 
rency swap positions, we can commit to 
swaps before finding a counterparty. 

Morgan’s underwriting capability 
Our concentration on the international 
capital markets has led to a number of 
Morgan innovations, from the first zero- 
coupon swap of a discounted bond into 
an FRN, to the first U.S. Treasury-style 
auction in the Euromarket 

Call in Morgan 

Challenge us with your next complex 
financing problem. Your Morgan banker 
will put all of Morgan’s worldwide fund- 
ing resources to work for you. 





Morgan Guaranty Trust Company, 
23 Wall Street, New York, NY 10015 


Member FDIC 


four, and acting head of the speech- 
writers’ department. A war of the word- 
processors has been going on. 

The speechwriters’ office, together 
with the grim windowless bunker occu- 
pied by Mr Patrick Buchanan, the presi- 
dent's director of communications, who 
oversees the speechwriters, has gradually 
become the last redoubt of pure ideology 
in the Reagan White House. Even Mr 
Reagan himself is not so doctrinaire; he 
rubs along with most people, including 
Mr Mikhail Gorbachev and Mr Tip 
O'Neill, the Democratic Speaker of the 
House of Representatives; he has, cor- 
dially enough, shaken the hand of Presi- 
dent Daniel Ortega of Nicaragua. His 
inveterate conservatism is evident mostly 
in the words that come out of his mouth. 
Whence springs trouble. 

i Mr Donald Regan, the president’s 
hief of staff, has managed to get control 
of most matters in the White House but 
not, so far, of Mr Reagan's speeches. This 
annoys him, because though policy may 
be worked for on the ground its success, 
or failure, is usually determined by what 
the president says. Mr Regan’s chief 
bugbear has been the head of the speech- 
writers, Mr Bently Elliott: “a Green 
Beret in the Reagan Revolution”, as Mr 
Buchanan proudly described him, until 
he was discreetly fired in the middle of 
May. The life of Mr Elliott and the other 
speechwriters has been made miserable 
by the redrafting of their work by Mr 
Regan’s aides. A speech, largely by Mr 
Elliott, in passionate defence of free trade 
was rewritten as an atteck on unfair 
trading practices. This year’s State of the 
Union speech was eviscerated and then, 
at Mr Buchanan’s insistence on the tele- 
phone to Mr Regan, stitched up again. 

Mr Regan’s complaint is consistent: the 

echwriters are too strident, and their 
stridency can get in the way of what the 
administration wants. The ‘“freedom- 
fighter” speeches on Nicaragua, for ex- 
ample, probably did nothing to persuade 
Congress to give money to the contras. 
Mr Regan’s aides now beaver to make 
speeches more conciliatory and less gran- 
diloquent. Along the way, the speech- 
writers say, the applause lines get lost; the 
television “bites”, the juicy morsels just 
right for the evening news, disappear; the 
jokes evaporate. Too much of this edit- 
ing, and the president might evaporate 
too. 

Now that Mr Elliott has gone off to 
work for Mr Jack Kemp and his presiden- 
tial campaign, the speechwriters are in 
limbo. Mr Buchanan certainly means to 
stay in charge, but he cannot be sure of 
getting his favourites promoted. His can- 
didate for chief speechwriter, Mrs Marga- 
ret Noonan, the author of the president’s 
much-praised eulogy for the Challenger 
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Reagan's fireworks missing 


astronauts, resigned when Mr Regan ap- 
pointed Mr Dolan instead of her, and is 
going to write a book. Mr Terry Eastland, 
the spokesman for Mr Ed Meese at the 
Justice Department, has turned down an 
offer to join the speechwriters as a sort of 
managing editor. Meanwhile, Mr Reagan 
struggles. His speeches at the Statue of 
Liberty festivities on July 4th should have 
been wonderful. In the event, it was as 
well they were forgotten in the roar of the 
fireworks. 


Indians 


Self-reliance, not 
self-determination 


For the 1.5m Americans not descended 
from immigrants, last weekend marked a 
date unworthy of celebration: the formal 
deadline for the forced evacuation of a 
group of Navajos from their homes in 
what is now Hopi land, about 175 years 
after Thomas Jefferson first suggested the 
mass removal of Indians to a separate 
Indian Country in the west. Nothing 
actually happened on July 6th in the patch 
of Arizona partitioned between Navajos 
and Hopis, except a Sioux Sun Dance “to 
call on the power of the Great Spirit to 
support Navajo claims”. But two days 
later Navajo resisters and their allies tore 
down part of the 340-mile barbed-wire 
fence that separates the tribes and pro- 
test-marched into Hopi territory. Many 





AMERICAN SURVEY 


of the pro-Navajo activists at a camp on 
Big Mountain are whites who have taken 
up Indian dress. The Hopis call them 
“Wannabee” Indians. 

Nobody is actually pushing the remain- 
ing Navajos off land which now belongs 
to the Hopis, at least not until they have 
new homes to go to. The Bureau of 
Indian Affairs is building houses for the 
240 families it reckons are entitled to the 
free-house-plus-cash benefits of removal; 
it expects to complete them within 18 
months. But as many as 1,600 Navajo 
families may be living illegally on the 
Hopi side. This week the Navajo tribal 
council called on Navajo leaders to pro- 
duce an evacuation plan within 30 days. 
Some 2,000 Navajo families have already 
left, only half with financial aid from the 
federal government, which has spent 
about $100m on the exercise so far. 

The evictions were ordered by Con- 
gress in 1974 as a Solomonic solution to a 
centuries-old dispute between the no- 
madic Navajos, America’s biggest tribe, 
and the sedentary Hopis, who now num- 
ber fewer than 9,000. The Hopis settled 
the mesas of Arizona as early as the 
thirteenth century; their village of Oraibi 
is the oldest continuously occupied site in 
the continental United States. The Nava- 
jos started moving in on the Hopis in the 
sixteenth century and the Hopis started 
objecting as soon as there was an author- 
ity to object to. President Chester Arthur 
responded by establishing a Hopi reserva- 
tion in 1882, 14 years after the Navajos 
had got a much larger reservation to the 
east. Over the next 75 years, the Navajos 
pushed and the Hopis gave way until they 
occupied only a quarter of their original 
2.5m acres. ; 

The 1974 act which has just come into 
effect restored half of the 1.8m acres in 
“joint use” to the Hopis. In compensa- 
tion the Navajos were given 215,000 acres 
of grazing land in Arizona and 35,000 





AMERICAN SURVEY 


The Nevajas pushed too hard 


acres in New Mexico. There are believed 
to be coal deposits and possibly uranium 
in the former joint-use area; the Navajos 
already mine coal elsewhere. But, con- 
trary to allegations by the militants, parti- 
tion will not affect any future profits. Sub- 
surface resources remain the joint 
property of the two tribes. 

Both tribes would welcome a windfall. 
The Navajos have an unemployment rate 
of 40% and the Hopis 33%. (Unemploy- 
ment on other reservations ranges from 
25% to 85%.) Navajos and Hopis, in 
common with other Indian tribes, also 
show the country’s highest death rates 
from accidents, alcohol, suicide, murder 
and tuberculosis. Yet appropriations for 
Indian health care are being cut: the latest 
bill to pass the House of Representatives 
would allot $35m a year to the Indian 
health service compared with $80m pro- 
posed last year. The administration wants 
to restrict access to federally-financed 
health care to people of at least a quarter 
Indian blood. Indian groups say this could 
remove 150,000 patients from the health- 
care rolls. : 

The Reagan policy for Indians is self- 
reliance. Accordingly, it is out to cut 
money for all Indian programmes by a 
third. A report to the president in 1984 
advocated increasing government pro- 
curement from Indian-run businesses by 
$1 billion over five years as one way of 
creating jobs on reservations, but the plan 
remains only a plan. The administration is 
now divided over whether to encourage 
one of the most popular forms of indige- 
nous Indian entrepreneurship, bingo 
games. The Interior Department is all for 
promoting the $100m-a-year Indian gam- 
bling industry; the Justice Department 
fears infiltration by organised crime. The 
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Senate’s select committee on Indian af- 
fairs is trying to reconcile three bills 
imposing varying degrees of state regula- 
tion on bingo and other games. 

In another effort to cut the deficit, the 
administration has decreed that state gov- 
ernments must share the costs of any 
Indian land settlement. In 1971 the feder- 
al government paid the whole $500m bill 
for 40m acres claimed by Alaskan Indians 
and Eskimos, and in 1980 President Car- 
ter settled $80m on the Passamaquoddy 
and Penobscot tribes in Maine. Of the 
claims still pending in Massachusetts, 
Connecticut, New York, South Carolina 
and Louisiana, the biggest and strongest 
is that of the Oneida tribe which has 
treaties to back up claims to 5m acres in 
upstate New York, including the city of 
Binghamton and a large chunk of the 
Adirondack State Park. 

Negotiators are expected to sit down in 
the autumn to talk about how many 
hundreds of millions of dollars the 12,000 
Oneidas will get for their title. And’ then 
the men from Washington can move on to 
talk about some. of the 60 pending Indian 
claims to much of the west’s water. Self- 
reliance may prove an expensive double- 
edged sword. 


North Carolina 
After East 


RALEIGH 


Mr James Broyhill spent the evening of 
June 29th in North Carolina’s executive 
mansion as the guest of Governor James 
Martin. Earlier that day, Mr John East, 
the state's junior Republican senator, had 
been found dead, having committed sui- 


cide by carbon monoxide poisoning in the 
garage of his home in Greenville. Four 
days later, the governor appointed Mr 
Broyhill, for 24 years a member of the 
House of Representatives, to complete 
Mr East’s term in the Senate. 

Mr Broyhill’s visit to the governor’s 
mansion attests to his friendship with Mr 
Martin, but for all that the decision to 
confer the senatorial appointment on the 
congressman was a politically sensitive 
one. Mr East, who had been suffering 
from a thyroid disorder, had decided not 
to seek re-election, and Mr Broyhill had 
won the Republican nomination in a 
fractious primary against a candidate of 
the party's right wing. 

Meanwhile, the Democratic party had 
noininated one of its elder statesmen, Mr 
Terry Sanford, a former governor and 
former president of Duke University. 
poll taken before Mr East’s death by th 
Charlotte Observer showed Mr Sanford 
leading Mr Broyhill by 46% to 40% of the 
statewide sample of voters. 

Neither Mr Sanford nor any other 
leading Democrat criticised the appoint- 
ment of Mr Broyhill by the Republican 
governor. As his party’s Senate nominee 
and as the fifth most senior Republican in 
the House, Mr Broyhill was a logical 
choice. Moreover, Mr Martin, who spent 
12 years in the House before his election 
as governor, has regarded Mr Broyhill as 
a mentor. In naming his former colleague 
to the Senate, Mr Martin described Mr 
Broyhill as the “ablest and best qualified 
person” for the job. 

Still, the appointment had to be calcu- 
lated in terms of its advantages and disad- 
vantages to Mr Broyhill in the November 
election. The main disadvantage is that, 
with no time for settling in to the Senate, 
Mr Broyhill will have to cast potential 
controversial votes under the hot glare 
political scrutiny. For example, he has 
already said he plans to vote to confirm 
President Reagan’s choice of Mr Daniel 
Manion for a seat on the federal appeals 
court in Chicago, a nomination that Dem- 
ocrats say rests more on Mr Manion’s 
right-wing ideology than on his legal 
credentials. The advantages, however, 
will probably outweigh the drawbacks. 
Mr Broyhill can now campaign as the 
incumbent, his advertisements can refer 
to him as “Senator Broyhill’ and his new 
office can provide constituent services 
across the state. 

Mr Sanford, anxious no doubt to take 
some of the lustre off the senatorial 
appointment, instantly called a press con- 
ference to attack a Broyhill newsletter 
that he said distorted his record as gover- 
nor in the early ‘1960s and his brief 
campaigns for the Democratic presiden- 
tial nomination in 1972 and 1976. This 
round, however, has gone to Mr Broyhill. 
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The coach that has 11 horses 
champing at their bits 


Federalism has served West Germany well for nearly four decades. The 
mix of central and regional authority established by the 1949 constitu- 
tion underpins the most solidly democratic period of German history. 
Competition among the federal states has stimulated industrial ONIA. 

ut, as our Bonn correspondent reports, even successful political 


stems have to 
ayers is as self-willed as Bavaria 


Not for nothing does Bavaria proclaim 
itself to be a Free State. Unlike most 
other German Länder, it has been around 
in self-important form since the thir- 
teenth century. In 1949, its state parlia- 
ment, alone among the Länder, refused 
to ratify West Germany’s constitution, 
because it felt this gave too much power 
to the centre. Since then, however, Ba- 
varia has made the most of the opportuni- 
ties for local muscle-flexing which feder- 
alism offers. 

The five federal cabinet ministers from 
Bavaria’s Christian Social Union take 
their orders from Munich, not Bonn. On 


The land of the Lander 
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with strains, 


particularly when one of the key 


his frequent foreign travels, the Bavarian 
premier, Mr Franz Josef Strauss, expects 
to receive as much attention as a leading 
member of the federal government (and 
usually gets it). Mr Strauss enjoys nothing 
more than a spot of freelance diplomacy, 
particularly if it promotes Bavarian inter- 
ests. This summer, the Bavarian govern- 
ment’s assertion of its right to decide who 
should be allowed to cross the border 
from Austria into West Germany has 
provoked an Alpine row in which the 
federal government in Bonn has been an 
embarrassed bystander. 

The trouble started on June 28th when, 


In West Germany, federalism has 
gnarled old roots. True, the republic's 
federal structure also reflects the condi- 
tions of the 1945-49 period—including 
the widespread feeling that a centralised 
Germany was a bad Germany. But the 
central power destroyed in 1945 had not 
developed organically. It had been im- 
posed on Germany by one of its parts, 
the Prussia that had been synonymous 
with militarism. 

Of today’s ten full states (West Berlin 
is a semi-detached 11th), Bavaria, Ham-' 
burg and Bremen have the clearest 
claims to distinct and ancient identities. 
Elsewhere, however, Germany’s old jig- 
saw pattern of principalities had often 
masked an enduring sense of regional 
identity. Baden and Württemberg, al- 
though formally combined only in 1952, 
share a Swabian tradition; Hessian is a 
long-familiar term; Lower Saxony lies in 
the old Saxon land (dynastic accidents 
moved the name of Saxony eastwards a 
mere 500 years ago). It seems natural, 
in such a country, to keep some balance 





without consulting Bonn, the authorities 
in Munich banned Austrian would-be 
demonstrators from crossing the West 
German border; the Austrians were on 
their way to a rally against the building of 
a nuclear-reprocessing plant in Bavaria. 
Neither the foreign ministry nor the jus- 
tice ministry in Bonn hid its displeasure at 
the Bavarians’ border-blocking. 

Mr Strauss was unmoved. He respond- 
ed to Austrian complaints by cancelling a 
meeting with Austrian officials at which 
he had been due to discuss plans for a 
motorway from Bavaria to the Adriatic. 
The Bavarians even asked the foreign 
ministry in Bonn to tell the Austrians that 
their military aircraft could no longer fly 
over Bavarian territory on their way to 
land at Salzburg, as they have for the past 
three decades. The “Alpine war” grew to 
the point where the West German news- 
papers speculated that the federal chan- 
cellor, Mr Helmut Kohl, would have to 
meet his Austrian counterpart, Mr Franz 
Vranitzky, to restore order. 

The Bavarian-Austrian dispute is likely 
to be a short-lived affair compared with 
another test of local West German 
strength—this time between the states 
themselves. On June 24th, the constitu- 
tional court in Karlsruhe ruled that 


between regional and central authority. ‘The federal force is Strauss 





37 





EUROPE 


changes were needed in a tax system 
designed to achieve what the constitution 
defines as “a reasonable equalisation” 
between rich and poor states. Six of the 
ten states involved in the system, known 
as the Finanzausgleich, had complained 
to the court about the way it works. 

Three of the complainers—Baden- 
Wiirttemberg, Hamburg and Hesse— 
were the only ones which paid money into 
the redistribution kitty last year, while 
two others, the Saarland and Bremen, 
think they do not get enough out of it. 
The sixth, North Rhine-Westphalia, 
wants to be compensated for the cost of 
supporting much of West Germany's coal 
and steel industry. 

The states which kept quiet had good 
reason for their silence. While the de- 
pressed Saarland clearly qualifies for 
help, its much more prosperous neigh- 
bour, Rhineland-Palatinate, is a less obvi- 
ous candidate. Lower Saxony, a big bene- 
ficiary from the system, manages to avoid 
having part of its tax revenues from oil 
and gas included in the Finanzausgleich 
calculations, And despite its claim to be 
the country’s high-technology standard- 
bearer, Bavaria actually received a mod- 
est payment last year, thanks to its large 
stretches of unproductive forest and poor 
farmland. The constitutional court set the 
1988 fiscal year as the deadline for the 
introduction of a fairer system. 

The European Community is providing 
another test for West German federalism. 
The Saarland and Hamburg have already 
established “promotion offices” in Brus- 
sels. Other states are thinking of follow- 
ing their example in order to make their 
voices heard in EEC affairs. Officials in 
Bonn recognise the right of states to 
arrange direct representation in Brussels, 
but they worry that lobbying by strong- 
minded regional politicians like Mr 
Strauss or the energetic premier of Ba- 
den-Wiirttemberg, Mr Lothar Späth, may 
embarrass the federal government. 

As it is, some of its conservative-run 
states have recently given a couple of fine 
examples of the less constructive side of 
federalism. Bavaria, Baden-Wiirttem- 
berg and Rhineland-Palatinate are using 
their powers over regional broadcasting 
to resist a unified national policy on 
satellite television, They say that current 
plans for a national service would give 
public-sector broadcasting an unfair ad- 
vantage over private television services. 
The result is likely to be a hodge-podge of 
satellite services, none of which may be 
big enough to compete effectively on a 
European scale. 

Bavaria and its conservative neigh- 
bours would also like to stop West Ger- 
many signing an anti-torture convention 
drawn up by the United Nations. The 
convention forbids the expulsion of for- 
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eigners to a country where they run the 
risk of torture. Southern Germans, al- 
ready worried about a recent influx of 
asylum-seekers from Asia and Africa, 
fear that it will become easier for refugees 
to stay indefinitely if the federal govern- 
ment signs the convention. 


State men turn statesmen 

The states are directly involved in legisla- 
tion in Bonn through the upper house of 
the federal parliament, the Bundesrat, 
which has to approve laws affecting the 
interests of the Länder. The Bundesrat’s 
45 seats are distributed among the ten 
states and West Berlin—though the Ber- 
lin deputies do not have full voting 
rights—in proportion to their population 
(the smaller states have three seats, the 
bigger ones five). Its members are ap- 
pointed by their state governments and 
are obliged to cast their votes as a block. 
This means that the composition of the 
upper house mirrors the political balance 
in the states and is altered if power 
changes hands in state parliaments. 

In mid-June, the threat of a shift in the 
Bundesrat against Mr Kohl’s centre-right 
government was averted when the Chris- 
tian Democrats and the small Free Demo- 
cratic party won a combined majority in 


French police 


an election for Lower Saxony’s state 
parliament. Victory in Lower Saxony 
would have given the Social Democrats a 
majority in the Bundesrat. As it is, Mr 
Strauss’s Bavarians hold the balance of 
power in the upper house. So far, the 
Bavarians have not openly exploited their 
position to cause Mr Kohl any serious 
problems. But the chancellor’s deference 
to Bavarian concerns on such matters as 
farm subsidies and the non-privatisation 
of the national airline, Lufthansa, not to 
mention control of border crossings from 
Austria, is a sign of the forces pulling at 
the federal patchwork. 

One consequence of all this is that 
regional politics matter more in West 
Germany than in any other big European 
country. And most of the politicians who 
have made their mark at the federal level 
have done so from a base in the states. . 
West Germany’s president is an ex-may, 
of Berlin, its federal chancellor is a fo 
mer premier of Rhineland-Palatinate, 
and the Social Democrat who will be 
challenging Mr Kohl for that job in next 
year’s federal election is the premier of 
North Rhine-Westphalia, Mr Johannes 
Rau. People who find that politics in 
Bonn at times lacks punch should look to 
the Lander. 





Midsummer madness 


FROM OUR PARIS CORRESPONDENT 


The protests about the killing of a young 
driver by an armed policeman on a Paris 
street were never likely to deflect Mr 
Jacques Chirac’s government from its 
tough law-and-order campaign. Even 
though the death of Loic Lefebvre on July 
Sth made many French people ask if 
harsh and effective policing were neces- 
sarily one and the same, the bombing four 
days later of the headquarters of a special 
police unit in the centre of Paris only 


hardened the government's resolve. 

The explosion, for which no group 
immediately claimed responsibility, killed 
one policeman and injured a score of 
other people. The prime minister had 
already announced that the number of 
policemen available to patrol the capi 
would be raised by 1,500, or 10%, 
early next year. This violence comes i 
the middle of a fierce debate about the 
conduct of the police, in which both sides 
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now have a martyr. 

Lefebvre was a 27-year-old car-painter 
who liked to drink and drive. Early on 
Saturday morning, he was driving home 
with a friend when his small Citroén was 
Spotted near the Opéra, without -lights 
and weaving dangerously, according to 
the police. A vanload of policemen be- 
longing to the crack Compagnie Républi- 
caine de la Sécurité (CRS) gave chase. 

After colliding with another vehicle in a 
one-way street, Lefebvre left his own car 
and ran. A string of traffic offences lead- 
ing to the suspension of his licence two 
years ago gave him motive to flee. Mr 
Gilles Burgos, a CRs policeman from 
Marseilles, seconded to Paris for special 
patrol duty, caught up with him moments 
later and apparently without further ado 
fired two shots from his heavy-duty gun. 

ccording to the police, Lefebvre was 
Bsa, for what Mr Burgos took to be a 
weapon of his own. On July 7th Mr 
Burgos was charged with manslaughter. 

Although previous governments, in- 
cluding the recent Socialist one, have 
been criticised for tolerating roughneck 
policemen, the new government wants to 
be thought tougher than most. By public- 
ly belittling the Socialist government's 
efforts to reduce crime in Paris, the new 
minister of the interior, Mr Charles Pas- 
qua, recently provoked the resignation of 
the police chief the Socialists appointed in 
Paris. Just before Lefebvre’s death, Mr 
Robert Pandraud, the number two at the 
interior ministry, had ventured that in the 
fight against terrorism and crime “all 
methods were good”. Perhaps the politi- 
cians will now feel the need to lower the 
temperature, if they can. 


The Crossroads affair 


Bust an ordinary 
French scandal 


FROM OUR PARIS CORRESPONDENT 


“Crossroads for Development” was the 
upbeat-sounding name given to a small 
agency which the Socialist government 
set up in 1983 to foster support in France 
for third-world aid. It has since become 
the label for a summer scandal. After the 
agency was wound up last January, it was 
discovered that FFr20m-50m ($2.9m- 
7.2m) of its budget was unaccounted for. 
Theories abound about where this money 
went. Crossroads came under the minis- 
try for development, which keeps a close 
eye on French-speaking Africa. 

The known facts centre on the treasur- 
er of Crossroads, Mr Yves Chalier, the 
former chef de cabinet of the Socialist aid 
minister. He is now missing. Before dis- 
appearing, he wrote the present aid min- 
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ister a letter of exculpation in which he 
said he was not going to take the blame 
for the affair alone. On July 9th, the 
authorities issued a warrant for his arrest, 

A colleague of Mr Chalier’s, Mrs Ma- 
tie-Danielle Bahisson, who worked for 
the Socialist minister for women’s rights, 
has been charged in connection with the 
affair. So has Mrs Lucette Norbert, at one 
time described as a pyschologist, who 
practises in fact as a spirit-healer. Also on 
the list is Ms Joelle Jaglain. She is an 
airline stewardess who appears to have 
gone with Mr Chalier on several foreign 
jaunts and who may have had the use of a 
small flat in a smart part of Paris’s fifth 
arrondissement. 

Mr Chalier’s taste in property does not 
seem to have been limited to Left Bank 
studios. In July 1985 an offshoot of the 
aid association acquired a chateau in 
shooting country south of Paris. Five 
months later this was resold to a property 
company owned by Mr Chalier and Mrs 
Bahisson. Investigators also want to ask 
Mr Chalier about ghost-companies which 
seem to have overbilled the French gov- 
ernment for arranging a Franco-African 
conference in Burundi under the auspices 
of Crossroads, 

None of this would mean all that much 
if the circle of suspicion had not spread 
wider. On several of the cheques for 
doubtful payments appears the name of 
Mr Christian Nucci, the aid minister at 
the time. Mr Nucci has denied all involve- 
ment in the affair, said that his signature 
was forged, and threatened to take pro- 
ceedings against those who continue to 
link his name with the scandal. 

Where Crossroads leads, nobody 
knows. The present minister for develop- 
ment, Mr Michel Aurillac, unearthed the 
scandal in April soon after taking over the 
department. In 35 years of public service, 
he announced with a mixture of sorrow 
and satisfaction, he had never come 
across an affair of such magnitude. From 
what is known, or claimed, so far, this 
seems to be an exaggeration. Unless the 
affair is traced to senior officials near 
President Mitterrand, or unless a solid 
link is made with the Socialist party, the 
scandal may fade with the summer. Just 
as One cannot libel the dead, so scandals 
about defunct governments are difficult 
to keep on the boil. 


Arms control 
Privatising it 


A group of American scientists has gone 
to the Soviet Union to do what hardly 
seemed possible a few years ago: set up 
seismometers around the main Soviet 
nuclear test site at Semipalatinsk in Ka- 
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Look out, Jacques 


Is this the rock that starts the avalanche? 

Probably not, but France’s prime minis- 

t to cock a concerned ear. On 

July 8th, the country’s constitutional 

court annulled the results of the parlia- 

mentary election last March in two de- 

partments, Haute-Corse and Haute-Ga- 

includes Toulouse. 

By-elections will have to be held within 
the next three months for the ten parlia- 

mentary seats involved. These elections 

could in theory strip Mr Jacques Chirac- 
of his parliamentary majority and bring 

down his government in the autumn. 

In Haute-Garonne, the court ruled, an ‘ 
unradical Socialist was wrongly prevent- | 
ed from entering an independent list of 
candidates in competition with his own 
ea In the Corsican department, there 

ad been widespread misuse of proxy 
votes. The ten deputies from these two 
departments now lose their parliamenta- 
ry seats. Yet the balance of power in the 
National Assembly stays the same for 
the moment: in Haute-Corse, the left 
and right have a seat each; the eight seats 
in Haute-Garonne are also equally divid- 
ed between Socialists and conservatives. 

This five-five split is fairly reassuring 
for Mr Chirac. It would take a heavy 
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swing against the conservatives to bring | _ 


his government down. At the moment, 
Mr Chirac has the support of 291 mem- 
bers of the 577-member National Assem- 
bly. Three defections—or a loss of three 
seats in the by-elections—would be 
needed for him to lose a vote of 


confidence. 


So even if the conservatives won only 
three of the ten by-election seats, Mr 
Chirac would still have a one-vote mar- 
gin in parliament. This does not count 
possible defectors to Mr Chirac’s party 
from the far-right National Front, which 
is struggling to keep its 34-member par- 
liamentary group from bursting apart. 
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zakhstan, and then stay to monitor the 
results. The United States has always 
argued that a complete nuclear-weapons 
test ban is worthless without monitoring 
teams in place to check that it is being 
observed. Until recently the Russians had 
refused all proposals to allow foreign 
observers on their soil, claiming that they 
would be spies. Lately, however, they 
have seemed to be changing their minds; 
and allowing in the American scientists is 
clearly meant to be a sign that the mind- 
changing is serious. 

Two cheers, not yet three. The team is 
a non-governmental one, sponsored by 
the American National Resources De- 
fence Council, an environment-protec- 
tion organisation which disagrees with thé 
Reagan administration on many issues. 
Its monitoring project, arranged as part 
of an agreement with the Soviet Academy 
of Sciences, is due to last for only a year. 
And for the moment at least the Russians 
are not conducting any nuclear tests— 
their self-imposed moratorium runs until 
August 6th. 


Nevertheless, the American team will 
be able to record accurate seismological 
data. Three surface seismographs will be 
placed in a triangle, each about 100 
kilometres from the*test site; and three 
more will be put in 100-metre-deep holes 
in a few weeks’ time. Small nuclear explo- 
sions can be made hard to detect by firing 
them during periods of high, but natural, 
seismological activity. So data recorded 
by the team could be useful in establish- 
ing the seismic background noise around 
Semipalatinsk. Some time this autumn a 
team of Russian seismologists is expected 
in the United States to take the same sort 
of measurements around the Nevada test 
site. 

The main purpose of allowing in the 
American team was undoubtedly to score 
public-relations points. Mr Gorbachev 
has been putting great pressure on the 
United States to agree to a complete test 
ban. The Americans, who do not want 
such a ban, are reasonably happy with the 
present testing limits: these say that un- 
derground tests only are permitted, and 


Czech-mate at tennis 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


When a collectivist nation of only 15m 
people produces three of the four final- 
ists for the ultimate prize in the most 
individualist of sports, something odd is 
clearly up. The ex-Czechoslovak Mar- 
tina Navratilova retained the Wimble- 
don women’s tennis singles against her 
former ball-girl, the Czechoslovak Hana 
Mandlikova; Ivan Lendl lost—to young 
Boris Becker from West Germany—the 
men’s singles final, but on any surface 
other than grass he is still the world’s 
number one. The Americans, Austra- 
lians and Swedes long since pushed aside 
the game’s British inventors. Now they 
have yielded primacy to the not-so-red 
menaces from central Europe. Why? 

Czechoslovakia has a powerful tennis 
tradition. The great Jaroslav Drobny was 
Wimbledon champion in 1954. Jan 
Kodes won the same title in 1973. They 
became national heroes, with a chance to 
travel the world that few of their coun- 
trymen enjoy. While most communist 
governments tend to frown on individ- 
ualists as well as individual freedoms, the 
Czechoslovak authorities recognised a 
good thing when they saw it. 

They have encouraged the building of 
more than 4,000 courts and the forma- 
tion of at least 700 registered tennis 
clubs, some of them for children as 
young as seven or eight. At ten years of 
age, promising tots can enter the first of 
the selection tournaments which weed 
out the merely excellent from the bril- 
liant. The brilliant are then trained at six 
special centres, where ordinary school- 
ing takes second place; they spend at 


least five hours a day working at the 

ame. Heredity can help. Mr Lendl 
horn in 1960) started playing at six: his 
father was ranked 15th in Czechoslova- 
kia, his mother second among the ladies. 
Today he owns a clutch of Porsches, 
a house in Connecticut—and, still, 
Czechoslovak citizenship. 

The authorities took time to learn how 
to handle the phenomenon of tennis 
stars. They hassled Miss Navratilova, 
especially on matters like her hard-cur- 
rency earnings, until she decided (at 
Forest Hills, in 1975) not to go home. 
Now Miss Navratilova is to be allowed 
into Czechoslovakia later this month to 
play for America in the women’s Federa- 
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these cannot exceed 150 kilotons of ex- 
plosive power (equivalent to 150,000 tons 
of TNT). 

The Americans accuse the Soviet 
Union of violating the explosive-power 
limit, and in April proposed that it send a 
team to their Nevada test site to observe 
both a test and the operation of a new 
device which is said to measure the explo- 
sive power quite accurately. The Russians 
refused to come. They are after a com- 
plete ban, and therefore want nothing to 
do with measuring the precise power of 
American explosions, or having the pow- 
er of their own measured. 

The Reagan administration opposes a 
complete ban for several reasons, the 
chief one being that some testing will be 
needed so long as there are nuclear weap- 
ons. But it made a tactical error in 
pinning its main argument to the difficul 
of checking that the Russians were o 
serving a complete ban. Although the 
seismic devices planted near Semipala- 
tinsk would not necessarily detect a co- 
vert test carried out elsewhere in the 


tion Cup. Czechoslovak television still 
does not show Wimbledon live, but Miss 
Mandlikova’s parents have been given a 
special satellite dish so that they could 
watch her triumph on West German 
television. 

The hard-currency question seems to 
have been more or less sorted out. The 
authorities used, it is said, to demand at 
least 60% of foreign earnings; now they 
have settled for about 20%. Even 15- 
year-olds are given freedom to travel to 
the West for junior tournaments, if they 
are good; the rewards (and the relatives) 
at home make it worthwhile to return. 
The country whose present politics were 
shaped by Russian tanks on the streets of 
Prague now rejoices in its sportspersons’ 
glory, and benefits from their hard-cur- 
rency wealth. It is good business all 
round. 


Businesslike skills from Navratilova and Lendi _ 
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Rent-a-ruin 


Portuguese who rent their homes, in- 
stead of owning them, ended a 38-year 
holiday this month. A rent freeze de- 
creed in Lisbon in 1948 and extended to 
the whole of Portugal in 1974 has at last 
been brought to an end. Under a new 
law, rents have been allowed to rise 
again—by as much as 300% for those 
fixed before 1960—and from now on 
they will be open to adjustment for 
inflation each year. About time, too. 
The freeze had helped to bring decay to 
many buildings, and distortion to the 
housing market. 

A rent rise of 300% is not, in Portugal, 
always as bad as it sounds. Three times 
Esc200 ($1.35}—the monthly rent paid 
by one old lady with several servants for 
a maisonette in an area of elegant am- 
bassadorial residences—will not break 
the tenant. Nor will it make millionaires 
of landlords who acquired inherited 
property decades ago, expecting a rea- 
sonable income from it, but found them- 
selves with decaying buildings they could 
not afford to repair and nobody wanted 
to buy. Tenants grumbled louder each 
year about the awful state. of their 


homes. But their tiny frozen rents of . 


between Esc40 and Esci,000 a month 
were hardly inducements to landlords to 
bring in the stonemasons. No wonder 
about one building a month collapses in 
Lisbon. 

And no wonder some 700,000 Portu- 
guese families are without a home of 
their own. Few property-owners have 
wanted to become house-landlords. In- 


Soviet Union, allowing even non-govern- 

mental American scientists to set up seis- 
ic listening posts in the Soviet Union will 
crease pressure on the Reagan adminis- 

tration to talk about a total test ban. 


Soviet Union 
Invisible danger 


Ever since the Soviet Union's leaders 
decided to come clean and admit to the 
seriousness of the nuclear accident at 
Chernobyl in the Ukraine, the Soviet 
press has been peppered with tales of 
derring-do by those who have worked at 
the site to make the stricken nuclear 
reactor safe. Many people have obviously 
shown great bravery in coping with the 
disaster. Yet safety precautions are still 
not all they might be. 

Special tractors are now being used in 
fields not far from the danger area. These 
protect the drivers from contaminated 
dust, but that says little about the safety 
of the food the farmers are expected to 
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stead, many tenants in cheap flats have 
earned fortunes by illegally sub-letting 
cramped space at thousands of escudos a 
month. Often ten or 20 lodgers (known 

“guests”, and by law each tenant is 
allowed to have at most three of them) 
are jammed into 100-year-old firetraps. 
In May, eight people died when a clan- 
destine “pension” in the attic of a once- 
elegant building on Lisbon’s Avenida da 
Liberdade burst into flames. 

To get round the freeze, owners have 


petal 


Repairs overd 





produce from their fields. On July 4th, 
Komsomolskaya Pravda reported that 
workers at the Chernobyl plant got a 
soaking when a hose pumping contami- 
nated water from beneath the reactor was 
run over by a truck. Four days later Tass 
revealed that the authorities in Kiev were 
building a vast new water system for the 


` city, despite repeated assurances that wa- 


ter in the area was safe. A recent report 
that Mr Boris Shcherbina, the head of the 
commission investigating the accident, 
had been replaced led to morbid specula- 
tion that he might be ill as a result of his 
visits to Chernobyl. 

Although radiation checks are still in 
force at food markets, some residents of 
Kiev seem to put more faith in supersti- 
tion than in geiger-counters. Alcohol con- 
sumption in the city is said to have 
increased sharply because of a belief that 
booze can beat radiation. Even in Mos- 
cow’s central peasant market, customers 
ask not “how much?” but “where from?” 
before they buy. The franker reporting 
does not seem to be calming the worries 
of many Russians. 
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been demanding exorbitant “key mon- ‘ 
ey”, an illegal lump-sum payment sup- 
posed to cover rent depreciation over the 
years ahead. Couples seeking a modest ‘ 
new flat could find one for about \ 
Esc25,000 a month—if they paid several j 
million escudos’ key money. Result: - 
hundreds of unoccupied new buildings 
nobody can afford to rent on Portugal's Í 
meagre wages. ý 
Under the new law needy tenants will 
receive rent subsidies. Landlords will 
pay more tax on their increased rents, 
which will usually still be too small to 
cover the cost of repairs. Portugal's 
housing mess is not over yet. 









Greece and Turkey si 


You say I’m going 
to hit you? 


FROM OUR ATHENS CORRESPONDENT 


Those old rivals, Greece and Turkey, are 
at it again. By exploiting his country’s 
membership of the EEC to obstruct the 
development of links between the Com- 
munity and Turkey, the Greek prime 


Greeks still remember Smyrna in 1922 
Pete rae NR 
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EUROPE 
minister, Mr Andreas Papandreou, has 
been seeking to wrest-concessions from 
the Turks, on Cyprus and security in the 
Aegean among other matters: One result 
_ Of his tactics has been to cause intense 
feelings of frustration in the Turkish capi- 
tal, Ankara. It was in this tense atmo- 
sphere that Turkish troops recently prac- 
tised landing. exercises in the Aegean 
within sight of the Greek islands; and that 
the Turkish prime. minister, Mr Turgut 
Ozal, visited Turkish-held Northern Cy- 
prus on July.2nd-4th. 
Hitherto Mr Papandreou’s government 
has been unable to get other EEC mem- 
bers to believe its tirelessly reiterated 
complaints about- a supposed Turkish mil- 
itary threat to Greece..Mr Ozal’s recent 
actions may have given the Greek side 
some help in that direction. 
-. When he received a group of journal- 
ists from Athens last month, Mr Ozal 
.. duly accused Greece of taking every op- 
‘portunity to restrict Turkey’s access to the 
_ European Community. He went on, how- 
ever, to suggest that the Greek talk of a 
Turkish threat was a provocation to Tur- 
_ key: enough of one, it seems, to make 
‘Turkey actually feel a bit. threatening. 
- Clumpingly, Mr Ozal pointed out that the 
- Turks outnumber the Greeks by five to 
one, > : 
-= The EEC summit in The Hague on June 
_ 26th-27th provided an opportunity for Mr 
_Papandreou to re-state his objections to 
an unconditional normalising of Turkey’s 
relations with the Community. He insists 
that. two conditions be met before Tur- 
_ key’s association agreement, frozen since 
_ the military takeover in Turkey in 1980, 
“ean be reactivated: These are, first, that 
-Turkey rescind a 1964 decree which dis- 
_ criminates against: Greek. property-own- 
-ers in Turkey; and, second, that Greece 
_ be exempted from an EEC commitment to 
allow free movement of Turkish workers 
in the Community, starting in December. 
-Mr Papandreouw came away from. the 
summit with the feeling that he had been 
listened to with respect. 
«Greece has not been able entirely to 
` block the slow development of the Com- 
_Amunity’s relations. with Turkey. The other 
members have used Community proce- 
dures which do not require unanimity to 
release: $10m-wọrth of aid for Turkey, 
and to arrange for the Turkey-EEc associ- 
ation council to meet on September 16th, 
despite Greek objections. But on July 3rd 
Greece asked the Community’s new Brit- 
ish presidency to postpone the association 
council meeting at least until November, 
as a mark of EEC disapproval of Mr Ozal’s 
visit to Cyprus. = 
Mr Ozal’s outburst last month revealed 































































Greece’s “sustained 
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table with him, unless Turkey pulls its 
troops out of Cyprus and makes equally 
unimaginable concessions in the Aegéan, 
is assuming the dimgnsions of a personal 
affront. 

Mr Ozal now seems inclined (and has 
strong domestic political reasons) to raise 
the stakes by putting in an application for 
full EEC membership before Turkey’s 
1988 election. But he knows that Turkey 
cannot become a member of the Commu- 
nity without Greece’s approval. 


EEC budget 
Ever upward 


FROM OUR BRUSSELS CORRESPONDENT. 








Once again, the EEC has decided to spend 
its way out of trouble. The way the Court 
of Justice, the Council-of Ministers and 
the European. Parliament have handled 
the latest budget fuss does credit to EEC 
institutional interplay. Taxpayers have 
less reason to rejoice. ee 
When the Court threw out the Parlia- 
ment’s version of the 1986 budget on July 
3rd, it ruled that the Parliament over- 
stepped its powers by voting for a budget 


that exceeded the ministers’ version by- 
600m ecus (which is roughly equivalent to 


the same amount in dollars these days). 
The judges said the purpose of power- 
sharing between ministers and parliament 
was to reach an agreement on the budget. 
One side had no authority to impose its 
version on the other. oe 

But when the Twelve met in Brussels 
four days later to put together a new 
budget, they added extra spending well 
beyond the 600m ecus which caused the 
row in the first place. In went an addition- 
al 2.5 billion ecus: 1.1 billion on farm 







FROM OUR BRUSSELS CORRESPONDENT 










Mr Federico Mancini, the advocate-gen- 
éral of the European Court of Justice, 
drew almost audible gasps of admiration 
for his erudition when he sketched paral- 
lels between the European Parliament’s 
bid for more budgetary authority and 
‘seventeenth-century English. history. 
Summing up the case before judgment; 
he asked their lordships: “Who does not 
remember the trial of strength. between 
the House of Commons and James I?” 
Mr Mancini should take another look at 
his history books. 

The trouble is that Mr Mancini was 
» almost certainly referring not to James I 
but either to his.son Charles I, whose 
struggle. with parliament lost him his 

head, or to his grandson James I, whose 

struggle with Parliament lost him his 
_ crown. James I, whom Macaulay de- 
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Agriculture 22-tbn 


Regional sociät& farm 
modernisation funds §-6bn 


Rebates to Britain, 

Spain & Portugal 3-3 bn 
Administration 1-6 bn 
Overseas devélopment 
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industrial & research 
policies O-Bbn 


Other 0-6bn 
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support, 750m on regional and social 
funds and 650m in cash rebates to Britain, 
Spain and Portugal. The argument for 
bigger farm spending is that the fall in t 
dollar has raised the cost of getting rid 
EEC food surpluses on world markets. 
The rebate to Britain (more than 500m 
ecus of the extra 650m ecus) is needed 
because the Community’s. accountants 
have discovered that Britain paid too 
much into the Brussels kitty last year. 
The Parliament, which was to vote on 
the new budget on July 10th, was expect- 
ed to go along with the ministers’ new 
version. For one thing, the ministers gave 
them more or less what they wanted on 
the regional and social funds. For anoth- 
er, the proposed new budget of 35.2 
billion ecus brings the Community to 
within 50m ecus of its present ceiling, set 
by the 1.4% limit on member-states’ 
value-added-tax ‘receipts to be handed 
over to Brussels. Euro-mps.could not 
therefore squeeze much more in if they 
tried. And of course the court ruling 
prevents them from taking matters into 
their own hands, anyway. j 




































scribed as “the wisest fool in Christen- 
dom”, is better known as the instrument 
of Scotland’s reverse takeover of Eng- . 
land and as the patron of the Authorised 
Version of the Bible—one of the finest 
monuments of English literature. 
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Whatcher’s reluctant. 
messenger 


The attitude of the South African govern- 
ment to the visit by Britain's foreign 
secretary, Sir Geoffrey Howe, has raised 
the political cost of Mrs Thatcher’ $ Oppo- 
sition to economic sanctions. Sir Geoffrey 
left for a tour of front-line states on 
Tuesday with an invitation from Presi- 
dent Botha conspicuously. absent from his 
itinerary. That day, Mrs Thatcher ‘told 
MPs that a date for Sir Geoffrey’s meeting 
with Mr Botha had been agreed. But it 
was still unclear when the meeting would 
take place. It could be as late as the last 
week of July—probably after the British 
parliament has risen for its long summer 
break. That would cause a political row, 
but it might suit Mrs Thatcher and the 
South African government: the closer any 


concession is to the Commonwealth 
meeting, in the first week in August, the 
greater the hope of influencing the Com- 
monwealth prime ministers. 

They show little sign of being open to 
influence. Sir Geoffrey’s reception in Lu- 
saka and Harare has been icy. Zambia is 
openly threatening to leave the Common- 
wealth. In time, Mrs Thatcher will almost 
certainly be dragged, scratching and bit- 


: Ing, into the sanctions lobby. That would 


be an even greater defeat than her public 
statements on South Africa imply. The 
full extent of Mrs Thatcher's commitment 
to resolving the crisis is said to be shown 
in an exchange of personal letters be- 
tween herself and President Botha. This 
correspondence, which has -continued 






























since the president’s visit to Britain in’ 
June 1984, seems to have been prompted 
by Mrs Thatcher’s belief that she could 
pull off a diplomatic coup in South Africa _ 
similar to the one that her admirers think 
she achieved over Zimbabwe in 1979. He 
belief was strengthened by the near-col 
lapse of America’s influence over Pre 
toria, leaving Britain.as the only country 
atall friendly to South Africa. 

Mrs Thatcher has sought in her letters’. 
to emphasise her agreement with much of 
what President Botha has been trying to” 
do, as well-as her continued antagonism 
towards communism and the terrorism of 
the African: National Congress. She. has- 
been keen to point out that she doesnot. 
agree with the more bellicose statements” 
of the Commonwealth and EEC; Nonethe 
less, she has stressed the growing cost to 
her internationally of her continued op- 
position to sanctions. For-ber, the mos 
important pay-off would be the release of 
Mr Nelson Mandela. 

Those-who have seen the correspon- 
dence have been surprised by the intransi- 
gence of Mr Botha’s replies. He has been 
mystified that a leader so ostensibly op- 
posed to revolutionary groups should tell 
him. to. recognise the African National 
Congress and to release Mr Mandela, and 
should permit her ministers to talk to ANC 
representatives in London. Yet apart 
from his agreement to co-operate with the 
Commonwealth Eminent Persons Group, 
he has given not an inch to Mrs Thatcher. 
He has risked turning her from highly 
vulnerable ally into disappointed critic, I 
is a measure of Mr Botha’s current mood - 
that he appears not to care. 

Everything now depends on whether 
Sir Geoffrey can stall the front-line states 
long enough to allow. Mrs Thatcher to 
bring more pressure on Mr Botha. The 
longer unrest continues in South Afric 
she appears to believe, the nearer. Mr 
Botha must come to releasing Mr Man- 
dela, if only as a moderating force. But 
will this happen in time? 





Pay oe 
Too much 


If British firms do not control their labour _ 
costs, they will lose. market. share: and 
hence jobs. So says the prime minister. 
And so, this week, said the Confedera- _ 
tion of British Industry, i ina paper pr 
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pment Council. 

:*: But-many company bosses do not un- 
derstand what the government is fretting 
about,- Three out of four businessmen 
questioned last month by the Institute of 
Directors did not feel they were facing 
unreasonable pay demands from trade 
unions; pay ‘settlements were, they 
aimed, fully inline with performance 
nd productivity. The disagreement be- 
tween the: government and industrialists 
centres on two issues: first, whether the 
Department of Employment’s indices for 
earnings and unit labour costs are accu- 
rate; and second, what counts as an 
acceptable level of wage costs. 

The official figures for average earn- 
gs in manufacturing show that they rose 
% in the year to April, while unit wage 
osts increased by 7.6%. Many business- 
men claim that their own wage costs have 
not risen anything like as fast as those 
figures suggest. Wage settlements report- 
sd to the CBI were up by an average of 
only 64% over the past year. Are the 
official. figures overstating the rise in 
ages? Probably not: 

@ The cbr reckons that the gap between 
pay settlements and the rise in earnings 
‘can. be explained by ‘various additional 




























verlook. According to a survey of 50 big 
firms, overtime payments and productivi- 
-related bonuses accounted for three 
fths of the gap in 1985. Employers 
sometimes use productivity gains to justi- 
fy basic pay settlements and then forget 
the productivity-related payment -which 
have bought them. - 

The gap between basic wage settle- 
ments and earnings may be partly ex- 
plained by the change in the composition 
f the workforce. In recent years, redun- 
dancy has fallen most heavily upon low- 
paid unskilled workers, and the propor- 
tion of higher paid—and more 
roductive—workers has risen, inflating 
the average wage. Again, employers may 
tecognie the sizeable productivity gain, 
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wage costs which company bosses tend tò ` 


Early lea vers 


. Civil servants are Shot, by and large, a 
flighty bunch. But more of them are now 
leaving Whitehall in mid-career. Not a 
single assistant secretary or senior princi- 
pal resigned between 1981 ‘and 1983. In 
1984, 24 assistant secretaries. and. 31 
senior principals left; in 1985, 19 and 31. 
In. 1981, 34 principals resigned (that is 
the. grade a high-flier would expect to 
reach between 28 and 30); in 1985, 67. 




















One reason they leave is pay. For 
instance, a newly-qualified 
can earn £1,500-2,500 more_a year out- 







-side Whitehall than in it. To try to bridge 


that- gap, Whitehall last year introduced 
a bonus of up to £1,600 
qualified accountants. Anoth 


promotion prospects, c 
cuts in the numbers of ci 


















motion on seniority rather than on merit. 
Many administrative trainees can now 
expect to spend ten years stuck at princi- 


but still ignore the increase in average 
wages over and above the basic pay 
settlement. 

- When firms claim that pay rises are in 
line with productivity gains, their percep- 
tion of productivity may be quite different 
from the official numbers. In practice it is 
hard for firms to measure changes in their 
own productivity in the way the govern- 
ment does—ie, the volume of output per 
worker, Firms produce a wide range of 
products that cannot easily be condensed 
into. a single volume index. Therefore 
firms tend. to use value figures, such as 
value added or sales. But the choice of 
deflator, to make allowances for the ef- 
fect of inflation, can make a huge differ- 
ence—and lead to misjudgments when 
estimating unit wage costs. 

Maybe the proof is in the eating. If 
wages are really rising just in line with 
productivity, then why, when raw-materi- 
al costs are falling, have industry’s output 
prices risen by 5% over the past year? | 
Companies. have -found it “easier to 
believe that their unit labour: costs are 
satisfactory because, for the past four 
years, profits have been. booming. But a 
lance at the chart shows 


pal level. : 

Lots of civil servants, especially in the 
Department of Trade and Industry and 
the Treasury, have been wooed to high- 
paying jobs in the City. Of the 43. assis- 
tant secretaries who left the service in 
1982-85, 11 were from the pti. Fully 
qualified tax inspectors, too, are leaving: 
in 1985, 12 tax inspectors at senior exec- 
utive level left. Another 13 went in the 
first quarter of this year. 

As it is mainly the brighter and more 
original civil servants who leave for jobs 
in the world outside, Whitehall.-fears that 
it risks being run by the safe and the 
mediocre in the future. The Treasury 
believes it has recéntly lost half a dozen 
potential permanent secretaries; unwise- 
ly, it failed to tell any of the leavers how 
golden. their prospects. would have been 
had they stayed. The outflow costs mon- 
ey. About 100 graduates are taken on as 
administrative trainees each year. It 
costs. an average of £12,000 to select 
each one of these. Three years of 
training and salary then cost a further 
£40,000. each. 

It has become harder to pick people 
bright enough to justify this expense. In 
1985, 17% of the candidates offered jobs 
turned them down. Some skills are said 
to be especially hard to recruit; only 50% 
of last year’s jobs for lawyers were filled. 
The easiest vacancies to fill are in the fast 
stream of the diplomatic service. New 
graduates still like the idea of an ambas- 
sador’s mansion. 


















































to its main trading partners, Britain’s 
performance is terrible. 

By allowing their profits to boom— 
instead of selling more goods on thinner 
margins—firms have behaved very ig 
their workers have done in choosing hi 
real wages. Bigger profit margins rather 
than increased market share; higher real 
wages, rather than more jobs. 


Local privatisation 


Little by very little 


Privatisation of council services is going at 
a snail’s pace. That is the message— 
though not one its authors pick up—of 
the fourth annual: privatisation survey 
conducted by. the magazine Local Gov- 
ernment Chronicle: = 

The magazine found that 60 out of 373 
councils answering a questionnaire had 
privatised something i in the financial year 
1985-86. That is 16%, up from 11-13% in 
previous surveys. And another 43 coun- 
cils were considering the idea; up from 27 
a year earlier. But county councils, which 






















spend vastly more than the districts below 


them do, had little to report. And the 
sums involved are tiny: the nationwide 
survey lists contracts worth around 
£11.5m a year. By comparison, in 1985- 
86, local councils’ current spending— 
some, of course, already privatised, and 
much not easily privatisable—totalled 
about £31 billion. Even the services that 
Whitehall regards as best suited to pri- 
vatisation—rubbish collection, cleansing, 
catering, vehicle and land maintenance— 
cost well over £2 billion. 

The absolute sums saved were mostly 
small. But the percentage savings from in- 
house costs were not. Consider the three 
significant switches to contracted-out re- 
fuse collection. Tory-run Solihull expects 
private-sector dustmen to cut its £1.6m 
bill to £1.1m; at Sevenoaks costs will fall 
from £380,000 to £230,000; at Arun (Tory 

the time, now Liberal) from £1.1m to 

000. Wandsworth reckons to lop 
one-third off a £1.6m bill through private- 
sector caretaking, and to do better than 
halve £190,000 of office-cleaning costs. 
Enfield will save a quarter of £230,000 
spent on security. 

Privatisation reported was not all of the 
mop-and-dustbin variety, At Torbay, it 
was bucket-and-spade: the council leased 
out the running of Babbacombe beach. 
Chichester expects to save £20,000 a year 
by hiving off its art gallery to a new 
charitable trust. Southend council, a pio- 
neer of conventional privatisation, ar- 
ranged for the leisure company, Brent 
Walker, to manage its pier—happily, just 
before a sludge-dumping ship last month 
cut the pier temporarily in tvo. 

Of the 60 privatising councils, 34 were 
Conservative-controlled, led predictably 
by Chester, Solihull and Wandsworth. 
Only ten were Labour. But Peterbor- 

gh’s Labour council reported contracts 

orth £1.1m. 

In contrast, 21 councils brought some 
services previously contracted-out back 
in-house. Surprisingly, nine of these were 
Tory. The ten Labour councils could well 
be more numerous next time round. 
Councils such as Sheffield and Slough, 
opposed in principle to privatisation, are 
reacting against government warnings 
that the law may be changed to force 
them to put services out to tender. An 
anti-privatisation conference last Novem- 
ber suggested various defences, from 
“privatisation audits”, to see what could 
be brought back in-house, through to 
looking at specifications that would be 
difficult for contractors to meet. More 
positively, Labour councils propose ex- 
tensions of municipal enterprise (St Hel- 
en’s runs a funeral service, for instance) 
and improvements in its quality. Labour 
is using this interpretation of “value for 
money”, rather than the simple measure 
of cash saved, as the central theme of its 
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fight against privatisation. 

Local Government Chronicle hopefully 
suggests that its survey, showing a rising 
number of councils ready to consider 
privatisation, might discourage the gov- 
ernment from forcing all of them to do so. 
With a privatiser like Mr Nicholas Ridley 
now heading the Department of the Envi- 
ronment, that was never likely. The sur- 
vey’s evidence of foot-dragging gives him 
ample support for calling in the law. 
Which, he let it be known this week, is 
just what he is going to do. 


Women priests 
Towards schism 


Now it is all up to the bishops. The 
meeting of the Church of England’s gen- 
eral synod at York decided to refer to 
them the report by Professor David 
McLean outlining various options facing 
the church if it were to ordain women to 
the priesthood. The bishops will report 
back in February, by when tempers may 
be cooler. Meanwhile, supporters and 
opponents of the ordination of women as 
Anglican priests are rethinking their tac- 
tics. Despite the temporary truce, the 
Church of England remains deeply 
divided. 

The report suggested that there might 


Take a letter 


About 6.5m letters drop every year on to 
the House of Commons mat, according 
to a survey published last week. The 
average member of Parliament gets 33 
letters a day. MPs representing the lei- 
surely south-west get most post, Ulster 
MPs the least. 

The 196 MPs who filled in the question- 
naire sent them by the Letter Writing 
Bureau said that housing was the most 
frequently-mentioned problem in their 
postbag, then social-security benefits, 





More fun than phoning 


BRITAIN 





have to be separate parishes or even 
dioceses if some bishops refused to ordain 
women, or male priests refused to accept 
them. That clearly upset the synod. “To 
speak of parallel episcopates not in full 
communion is to legitimise schism,” said 
the Archbishop of Canterbury. Support- 


followed by education. 

Although the art of letter-writing is 
not dead, it is not quite flourishing. 
Three-quarters of MPs find up to 20% of 
their mail hard to understand. They try 
to act on the rest. One in four said they 
had received a letter which has helped to 
change government policy, but that 
sounds like delusions of grandeur. A 
more credible 75% said they had re- 
ceived letters which had changed their 


“Own views. 


The Letter Writing Bureau is delight- 
ed to find any reason for the public to 
write letters. Its investigations are spon- 
sored by paper and pen manufacturers 
and sellers, the Post Office, and educa- 
tionalists who think letter-writing a good 
thing. 

The bureau’s earlier inquiries have 
persuaded it that the telephone has done 
nothing to deter Britain’s scribes. In 
1984-85, they sent 695m personal letters, 
53m more than in 1981-82, and spent 
£200m on stationery. Telephone-owners 
are more likely to send letters than the 
phoneless. The average British letter- 
writer sends 41 letters a year, of which 
more than 16 go to friends rather than 
the taxman or the bank. In 1885, the 
average letter-writing Victorian sent 
only 20. 











BRITAIN 


ers of women’s ordination claimed that 
the committee which drew up the report 
had been hijacked by the traditionalists 
anxious to scare the church into abandon- 
ing its original 1975 decision in favour of 
the principle of ordaining women. The 
opponents of women’s ordination are 
clearly a lot stronger in the present synod 
(elected last year for a five-year term), 
than they were in the last, which in 1984 
had mustered almost enough votes to turn 
the 1975 decision into policy. 

The opponents’ new strength was re- 
flected in the defeat of the proposal to 
allow women ordained abroad to conduct 
services in Britain, at the invitation of a 
parish priest and council and with the 
permission of the local bishop. That vote 
was an early indication that legislation to 
ordain women as priests has no chance of 


a two-thirds majority in this synod. The 
vote to put the matter in the hands of the 
bishops was a way to allow both sides to 
claim that they had won. That is what 
they are doing. 

Some supporters of women’s ordination 
may not be prepared to wait until February. 
A parish, for example, may invite a 
carefully selected guest from one of the 
Anglican churches abroad that already 
ordain women as priests, Some bishops 
would be sympathetic, though neither they 
nor the official: lobby for women’s ordina- 
tion would want to be seen to initiate a 
service conducted by a woman. If one did 
take place, the local bishop would be 
pressed to act against the vicar concerned, 
and some people would try to censure the 
bishop if he did not act. Controversy may 
revive well before February. 





Army land 
Trouble in Eden 


The battlefield 


Deep in Cumbria, the British army has 
crossed swords with modern rural Eng- 
land. In May last year, the army applied 
to Eden district council to use as a bullet- 
free training ground 800 acres of Stain- 
more, just east of the town of Brough. 
Five landowners were offering to sell this 
uninhabited patch. The army already has 
a 24,000-acre training ground at Warcop, 
a few miles to the west. But the troops at 
Warcop use live bullets, making it too 
dangerous a spot for practising the safer 


46 


arts of soldiery—map-reading, trench- 
digging, patrolling and mock battles. Dry 
training, as these are known, has to be 
done at Otterburn in Northumberland or 
Catterick in North Yorkshire, some 1} 
hours’ drive away. 

Stainmore would be a good place for 
dry training. But the proposed small deal 
has caused big trouble. The land hangs 
high above the beautiful Eden valley, in 
view of the slowly-growing trickle of 
tourists along the A66 main road. The 


200-odd local residents fear this will be 
dried up by the sight and sound of war 
games going on above. And they were 
extremely cross that the first they heard 
of the army’s plans was from their radios. 
A Stainmore action group (with the acro- 
nym KAOS: Keep the Army Off Stain- 
more) was formed. 

Relations between the army and the 
group have been bloody. Both sides say 
the other failed to attend meetings ar- 
ranged to sort things out between them. 
At the height of hostilities, one weekend 
in June 1985, the army banned troops at 
Warcop from going into Brough, for fear 
of unpleasantness (a ban which, accord- 
ing to one local, would have cost the 
Cumbrian economy £100,000 if extended 
for a week). 

Eden District Council refused the arm» 
planning permission. The case went to th — 
secretary of state for the environment — 
who decided a public inquiry was in 
order. Only one of the landowners at- 
tended the first day of the inquiry last 
week. He said that the other vendors 
thought they would be harassed if they 
showed up. 

Stainmore’s bellicose residents are 
mainly the craftspeople, commuting 
teachers, muck-and-magic farmers and 
retired folk who have moved in over the 
past ten years. They live off just the kind 
of tourist-dependent, entrepreneurial ru- 
ral economy favoured by go-ahead To- 
ries. The action group’s lobbying tactics 
have been reminiscent of North London: 
not surprisingly, for that is where the 
organisers learnt them. They say the real 
natives welcome their expertise. The 
group has gathered 1,776 signatures for 
its petition, and the backing of green 
groups from the Countryside Commissio: 
to the Ramblers Association to Rur 
Voice. Even the army admits the protes- 
tors won the public relations battle. 

Yet the army does need more space. 
Some five -years ago, one of the four 
divisions of the British Army of the Rhine 
was moved from Germany to York. The 
number of Territorial Army part-time 
soldiers, who train at weekends, has 
grown from 59,000 in 1979 to 77,500 now 
and will reach 86,000 by 1990 under the 
government’s expansion plan. And each 
soldier needs more space to train as the 
range of modern weapons increases. 

So the army, for a start, is trying to 
close to the public the land it already 
owns, This week, it got permission, after 
an angry public inquiry in 1984, to close 
30 miles.of public footpaths on its Larkhill 
ranges in Wiltshire. Those paths have 
been kept open, except on firing days, 
throughout decades of Royal Artillery 
use. Secondly, it is trying to buy extra 
land on the edges of its six principal 
training grounds. Warcop is one of these, 
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Financial Report, The Economist’s confidential 
newsletter for bankers and senior financiers, is ten ` 
years old. : 

Over the past ten years Financial Report hal grown 
to become one of the world’s most authoritative financial 
publications, briefing its select readers every fortnight on 
the latest financial developments worldwide. It has _ 
alerted them to changing financial instruments; 
updated them on every major debt rescheduling; and 
forecast movements in currencies and interest rates. 

Financial Repor also gives regular briefings on who's 
who in finance ministries and central banks, and covers. 
the current international banking talk and rumour 
which often reveals so much. ae 

In our special anniversary issue we hav t 
theme of deregulation. Our contributors include: | 
© Walter Wriston, former chairman of Citicorp: “The fight 

for survival”. 

Yusuke Kashiwagi, chairman of the Bank of Tokyo: 

“Where Tokyo is going”. 

Christopher Johnson, economic adviser at Lloyds Ba 

“Floating around the world”. oe 

Lord Roll, joint chairman: of SG Warburg: “A mercha t 

banker looks. at ‘Big Bang’” 


Michael von Clemm, chairman of Merrill jae Capi 

Markets: “Hands off the Eurobond marke 

Walter Seipp, chairman of Commerzbank: “Updating 

Germany’s capital markets”. 

Anthony Solomon, former president of the New York © 

Federal Reserve Bank: “It may take a shock” ~ to scare 

governments into better global management. 

Financial Report is unashamedly exclusive and unashamedly 
expensive, but its length of continuous service to its: readers. has prove 
its worth. : 

Ifyou would like to know more about Financial Report 


Publications Limited, 40 Duke treet, London WIA IDW. 
Telex 266353. Pax oi- 99 or ; 
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HALF YEAR RESULTS 

















Haityear Hali Year Year Major Trading Areas have shown. 
to 30th Aprii {0.30th Apri! todistOctober 
1308 pe e good progress:— 


Sales 604.6 551.9 10.°1,244.5 








oie? ere ERRE Trading Profit 
Trading Profit 44.7. 424 6 142.3 % 
< interest (13.5) (12.7) (27.2) 1986 1985 Change 
: £m gm 
Trading Profit after interest 31.2 29.4. 6 115.1 ae 
“Property and 0.8 SEB 8.0 Hotels 37.5 34.3 9 
investment disposals e r K. Catering 7.8 6. 3 25 
een Ary 
hal consoldated j 2 4.1 ote Re) _ 65 : 
Profit before Taxation 36.1 392 (8) 1296 The interim dividend has been 


i 0, 
> The above figures are unaudited and accounting policies are as stated in the last annual accounts INC reased by 5 Yo to 1 i 33p per share 
The greater part of thé year's profil is always produced in the second hall of the financial year ( 1985-1 -27 p per share) 


For reservations at any of our hotels worldwide 
ring our booking office on 01-567 3444, 
contact your travel agent or ring the hotel direct. 








Trusthouse Forte baci 
Our Investors z MINT Guaranteed Fund 


_%& NEW ISSUE OF SHARES x 


MINT Guaranteed offers the rewards of 
trading without the risks. The new issue of 
shares is open for subscription until 

1st October, 1986. 


@ Management experience backed by two 
centuries of trading 


@ US dollar based 
@ Complete confidentiality 
@ Minimum investment $30,000 


@ Outstanding performance. As Futures & 
Options World said in February this 
year, “Number one in the offshore list is 
MINT Ltd, which put on 33% last year... ie 


ED. & F. Man International Ltd. Investments: Division, 
Licensed Dealers in Securities, f 
Sugar Quay, Lower Thames Street, London EC3R.6DU. 
Tek 01-626 8788: Tix 885431 EDFMAN G : 
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Now the guaranteed return of your “a A T a e 
capital creates an investment [Name 


PPPOTMMIEYY you can’t afford to ignore ladei 


This advenisamenti is fot an invitation te: make a a deposit: “with MINT Guaraniesd ttd Applications for I i i i 
= shares in: MINT suprised Ltd. wili | only be considered in terms of the prospectus dated 14ih July, 1986. Please telephone me it necessary on J 
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A hole in the ground 


The British end of the Channel tunnel is in a twist: the 


financiers not yet convinced, the parliamentary timetable tight 


It is the possibility of an early general 
election in Britain that has aroused fresh 
questions about the Channel tunnel: The 
French and British governments remain 
committed to. the concept-~a rail-only 
tunnel—to which the two countries put 
their names last February. Doubts arose 
whether France would remain commit- 
ted after the right-wing electoral victory 
there in March, and the appointment of 
Mr Jacques Chirac as prime minister. 
These doubts have been stilled, even 
though notions of a combined rail-road 
link are still circulating in France. The 
doubts now are on the British side. 

One springs from public opinion. The 
latest poll shows 46% of Britons against 
the tunnel, only 31% for. More impor- 
tant, though, than this perhaps alterable 
dislike is the deep hostility of the green 
lobby and of those whose lives or liveli- 





hood in Kent might be disrupted. 

Their “opposition reinforces doubts 
about the parliamentary timetable. The 
Chunnel bill only just recovered in May 
from an initial error of timing, followed 
by procedural niceties which might have 
meant that, as a “hybrid” bill, it would 
have to be re-introduced in the autumn. 
Then, however, despite well publicised 
doubts among certain Tory MPS, it got its 
second reading in the Commons in early 
June by a vast majority; 309 votes to 44, 
with most of the Labour party abstain- 
ing. But now its troubles have begun 
again. 

As a hybrid bill, it is before’ a select 
committee, and any objector is entitled 
both to petition the committee and to 
appear in person, Almost 4,850 petitions 
have been received. The committee 
chairman, Mr Alex Fletcher, a former 
junior Conservative minister, has 
warned objectors. against time-wasting. 
; He hopes that people who want to make 
“similar points will combine to do so. 
Even if his hopes are fulfilled, the com- 
mittee still has a huge task ahead. 

The bill is already: about a month 
behind its promoters’ hopes: they had 









hoped for second reading by. mid-May, legislation is through. 


third reading in December, with royal 
assent in the spring of 1987. The objec- 
tors will seek to prolong every: step of 


this process. Though they may be fought — 
off in the Commons, they look confi-. 


dently to support, perhaps even defeats 
for the government, in the Lords. 

Enter the possibility of an early elec- 
tion. The government’s decision two 
weeks ago to postpone privatisation of 
the water authorities suggested it wanted 
the decks clear so that the prime minister 
could, if she chose, call an election next 
year rather than in 1988. And parliamen- 
tary convention says (though there is 
some dispute) that a bill overtaken by a 
general election falls to the ground, 
Even if the Tories won again, the 
-Chunnel legislation would have to start 
afresh. A new Labour government, 
though welcoming the work brought by 
the Chunnel, and bound—as it would 
be—by its predecessor's agreement with 
France, would have different priorities 
for parliamentary time, and might add 
fresh conditions to any legislation when 
it did at last appear. 


Meanwhile, in the City 
None of this may happen. But parlia- 
mentary uncertainty does not impress 
financiers. Impressed they have to be. 
The British government refuses to put a 
penny into the project. 

So the markets must raise the entire 
capital cost. The sponsors—the Channel 
Tunnel Group and France Manche, now 
known jointly as Eurotunnel—estimate 
this at £6.2 billion, at January 1986 
prices, made up thus: 
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£m 
Construction and equipment 2,525 
Optional extras 101 
Owners’ costs 296 
Basic cost 2,922 
Inflation allowance 660 
Interest during construction 1,152 
Finance fees and costs 114 
Contingencies 1,350 


Total (approx) 6,200 


Most of the money is to be borrowed: 
£4.2 billion from the banks, at the hefty 
rate of 14% above LIBOR, backed by a 
standby facility of another £1 billion. 
Almost 40 banks, say the sponsors, have 
signed letters of intent. This borrowing is 
dependent on the sponsors raising at 
least £650m in equity. They aim in fact at 
£1.05 billion: £50m of their own money; 
£200m in a placing that was due this 
month, but may have to wait until the 
summer holidays are over; finally, next 
year, an £800m public issue once the 


public is uneasy, 






The first test will be this year’s placing. 
The sums, happily, are small: £70m from 
the City, £70m in France, £20m each in 
the rest of Europe, Japan and America. 
The eventual rewards could be large: the. — 
brokers to the issue talk of a yield, on the 
placing price, of 9.6% in 1994 rising to 
60% in the year 2003, which would mean 
large capital gains, even after the 2}-fold 
rise in prices that they foresee between 
now and then. 

But the estimates of costs are inevita: 
bly uncertain, those of profits or divi- 
dends wildly uncertain. All will ultimate- 
ly depend on construction problems, m 
inflation and interest rates, and, above: 
all, on demand and competition from the 
car-ferries and airlines. i 

A bridge would have huge psychologi- 
cal advantages over a ferry; even a drive- 
through tunnel might have some. But a. 
rail shuttle service, with all the hassle of. 
loading but none of the fun of being at 
sea, may not. Rail will win, by an hour to 
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an hour and a half, on speed; but what 
about price? Bigger and better ferries— 
plus bigger and better ways for families 
to spend their cash while aboard—may 
cut prices by a third. In the event, the 
tunnel sponsors may find, to their su 
prise, that their real profits come not 
from price-sensitive cars and trucks but 
from businessmen taking the high-speed 
train rather than flying. 

Unfortunately, you can swop rival. 
guesstimates all day—and a guess of 
dividends due, at earliest, in the mid- 
1990s is a poor foundation for investing 
money. The early investors will be ven- 
ture capitalists indeed. True, there is one. 
prospect of early capital appreciati iL 
the brokers think they can get next year’ 
public offer off the ground at a price 40 
higher than this year’s placing. Som 
other people think pigs more likely t 
grow wings. ae 






















































tunnellers are halted before they (like 
Concorde) get irreversibly under way, 
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and this is what alarms the residents of 
Stainmore. They fear that landowners 
between Warcop and Stainmore will 
eventually sell to the army, and the Eden 
valley become one big trench. 


Boy George 


Junk rock 


Pop stars and drug-taking are among the 
favourite subjects of Britain’s popular 
press. Combine the two, and the story is 
irresistible. That is why large numbers of 
reporters have spent the past week 
searching for Mr George O’Dowd, who 
has delighted (and made) millions as the 
outrageous and effeminate Boy George, 
lead singer of Culture Club. The rock star 
was not at home when the police broke 
down his door in the early hours of 
Tuesday, July 8th; he was ensconced in a 


clinic. But a number of his associates, 


- including one of his brothers and his old 
(male) friend, Marilyn, were charged 
with heroin offences after police raids. 
Pop stars and dangerous drugs are old 
acquaintances. Successful musicians 
move in cosmopolitan circles, where vari- 
ous kinds of illegal drugs are readily 


What do you want to do when you grow 
up? Precocious children faced with this 
question will cite a new study* by Mr 
Rob Wilson of Warwick University. This 
suggests that they should set their sights 
on becoming a dentist or an economist, 
but not a teacher. 

Crude comparisons of the relative pay 
of different jobs ignore the differences in 
the number of years of education and 
training needed to enter a profession. Mr 
Wilson looks at the financial rate of 
return to the individual on education or 
training as measured by the extra annual 
income produced by a given profession 
as a percentage of the costs (including 
lost income) of acquiring the skills need- 
ed to pursue it. This extra income is 
calculated by comparing the expected 
lifetime earnings of somebody in each 
profession with the expected earnings of 
a non-graduate. The calculation takes 
account of differences in pensions and 
taxation, but not fringe benefits or job 
satisfaction. 

The charts show how expected rates of 
return have moved since the 1950s, Pro- 
fessional education and training appears 
to be financially less rewarding than it 
used to be: the annual rate of return for 
graduates as a whole fell from 17.5% in 
1955-56 to 9% in 1979-80. The author 
suggests two possible explanations. 

First, a big increase in the supply of 
graduates has driven down their relative 
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Poor Boy 


available. But the saga of Boy George 
and his friends is a serious blow to those 
who had hoped that fashion and heroin 
were moving apart. Although Culture 


Club is no longer as successful as it was, 


Dentists keep the crown 


earnings: in 1951, only 1.9% of the 
labour force had a degree; by 1981, that 
share had risen to 7%. Second, student 
grants have not kept pace with average 
earnings and therefore the cost of train- 
ing in terms of income forgone has risen. 

However, rates of return differ widely 
between occupations. Top of the league 
in 1980 (as well as in 1955) were dentists, 
with an expected annual return of 
17.5%, followed closely by economists at 
16%. Bottom of the league are teachers. 
The expected return on training to be a 
secondary school teacher was only 1.5% 
in 1980 and for primary school teachers it 
was negative: they could retire richer by 
not training for their job at all. 

Those professions which have deliber- 
ately restricted the supply of new en- 


Boy George still has a big following. The 
fact that he had previously spoken out 
against heroin (and was pictured last 
month wearing a “heroin-free zone” T- 
shirt) makes matters worse. 

Many of the voluntary agencies that 
deal with drug abuse have warned against 
encouraging showbusiness personalities 
to become involved in the anti-drugs 
campaign; once one of them falls, the 
tactic loses credibility. And, in some 
circles, a 25-year-old who claimed never 
to have smoked cannabis would be disbe- 
lieved anyway. Stars who say they know 
about drugs but do not recommend them 
would be more credible. 

The government has a long way to go in 
the propaganda war against heroin. Wit- 
ness the two government comments to 
date on Boy George’s plight. In the 
House of Lords, Lady Trumpington has.» 
suggested that pop stars should be en- 
couraged to speak out against drugs; did 
she not know that Boy George had done 
just that? Still less helpful is the sugges- 
tion of the Conservative party chairman 
Mr Norman Tebbitt, than any musician 
known to be involved in drugs should be 
banned from the BBC; has nobody told 
him that a BBC ban does more for a 
record’s reputation than anything else? 


trants have done best—ie, doctors and 
dentists, lawyers and accountants (see 
chart). In 1955, lawyers and accountants 
earned less than the average for all 
graduates. Now both groups are well 
above the average: a solicitor’s expected 
return is 11.5%, an accountant’s 13.5%. 

The economics profession remains as 
lucrative as ever, not because it restricts 
entry—on the contrary, the annual out- 
put of economics graduates has in- 
creased roughly tenfold during the past 
three decades—but because the growth 
in the demand for economists has out- 
stripped their supply. As is well known, 
economists create by their work a de- 
mand for more economists to understand 
or refute it. 


e 
*“Changing Pay Relativities for the Highly 
Qualified”, Institute for Employment Re- 
search, University of Warwick. 


Rate of return on professional education 


and training 
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ARE YOUR COMMUNICATIONS EXPANDING 
AS FAST AS YOUR BUSINESS? 


In any expanding organisation, one thing is absolutely vital: flexible, 
efficient and -above all- versatile communications. Does your 
internal business communications equipment accurately reflect 
your present and future needs? 
Whether you are a small office with just a few people, or a vast, 
multinational concern, you ought to be looking into Philips. 
In the whole field of office automation - communications, computers, 
workstations and software-we have a unique and successful ; 
approach. We call it SOPHOMATION. 
It is a ‘systems’ approach, offering total integration of 
existing systems and departments, and the flexibility to grow 
and change as your business needs change, tomorrow and for 
the foreseeable future. 
Our SOPHO-PABX range, for switching voice, text, ¥f 
data and image, is already connecting over 5 million 
telephone lines worldwide. In several countries, 
we've even supplied the public telephone network itself! 
Here’s just one of our satisfied customers: 
‘Our Philips SOPHO-PABX is saving us money every day: 
Mr. Luciano Conte, General Manager, Visconti Palace Hotel, Rome. 
‘With 250 rooms, and an average of 400 guests each night, 
an efficient telephone system is absolutely vital; explains 
Mr. Conte. ‘There are two main PABX functions which 
are essential in a hotel—and where Philips scores over the 
competition. 
‘Firstly, the automatic logging of telephone calls from 
each room. When a guest checks out, the system instantly calculates 
the total amount owed —accurate to the last Lira!’ ae 
The other main benefit is the ‘wake-up call’ feature. ‘Most } 
mornings, several guests want a call at the same time. Instead of- 






















dialling them individually, the SOPHO-PABX does it automatically, 
however many calls are needed: as. 
Mr. Conte is convinced.‘Philips was definitely therightchoice- —— 
for me, my staff and our guests: ‘Uae 
Look into Philips, and make sure your communications rs 
systems keep your whole business in the picture. -egibdi 
Send today for further information. ey 
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INFORMATION. TECHNOLOGY 


Computers are re-writing the rules of business. Companies 
employ their number-juggling skills to create new products 
ranging from deep-discount bonds to cut-price air fares. Elec- 
tronic communication links change the way companies are 
managed. New management styles and products in turn alter the 
behaviour of the markets in which companies work. Fortunes are 
being made by the quickest to master the new rules and by those 
who sell them the technology to do so. Our electronics corre- 















spondent, John Browning, surveys the white-collar revolution 


By the end of 1986, an electronic key- 
board will sit on over half of America’s 
im desks. By 1990, over three-quarters 
of desktops will have sprouted screens. 
Dataquest, a market analyst, estimates 


that in those five years American business: - 


will spend $116 billion on the computers 
that power those screens and $127 billion 
on the software that tells them how to 
think. 


Most of that money will be spent in the- | 
name of productivity. Computers. can 


indeed enable one clerk to do the work of 
10-or 20. But the real rewards. of white- 
collar automation no longer come from 
cost-cutting. Today's fortunes are being 
made from technology’s power to rede- 
fine a business. 

Take two examples. In 1977, Merrill 
Lynch, a firm of stockbrokers, shifted its 
focus from productivity to using comput- 
ers to provide a new service that com- 
bined a checking account, a brokerage 
account and a money-market account. 
“asset-management” account 
rought in $20 billion in new assets before 
tivals matched the service in 1982. 

In the late 1970s, America’s airlines 
began offering travel agents terminals 
linked into their computerised reserva- 
tion systems. The direct links further 
boosted airline productivity. But the ter- 
minals also gave the airlines the power to 
arrange the presentation of flights on the 
screens. Agents more often than not 
chose flights from the provider of their 
reservation system. 

Such innovative uses of automation 
often defy the logic of productivity to 
follow instead the “law” discovered by 
Mr C. Northcote Parkinson in his study of 
the British civil service: “‘Work expands 
so as to fill the time available for its 
completion.” Given the technology to do 
their work in half the time, office workers 
are discovering that they have been doing 
less than half their jobs. 

The immediate. beneficiaries..of the 


shake-up in the office are customers and- 


+ 
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computer-makers. Because automation 
cuts the time companies need spend on 
administration, they can devote ‘more 
energy to providing better products and 
services. Increasing competition, in turn, 
creates a self-accelerating demand for 
technology. 

Nearly everybody on Wall Street, for 
example, now offers an asset-manage- 
ment account—which means that they 
have all had to install the computers 
needed to manage such accounts profit- 
ably. To distinguish oneself from the 
automated herd requires yet fancier. ser- 
vices or products—which usually require 
still more electronic support. 


This survey looks at the progress of offi 
‘automation on two fronts. First, it ex: 


-able to telecommute from a beach in B 





This virtuous circle will not continu: 
forever. One limitation is the machines 
ability to take on new tasks economically 
Although computer hardware is falling 
price by about one third each year, th 
demand for innovative software alread: 
outstrips supply. A more fundamen 
constraint on the progress of technology 
however, is human nature. ue 

Because it is service-oriented, the in 
formation revolution is more amenabl 
to human whim than the industrial rev 
lution which preceded it. Factory aut 
mation offered consumers a choice be 
tween paying £1 for a bolt of cloth mat 
by craftsmen weavers and paying hal 
that for a similar bolt from a dar! 
satanic mill. White-collar automation o 
fers a choice between, say, banking wi 
a human teller and an automated hole-in 
the-wall at the same price. 

Attempts to force the information re 
olution on to the consumer are th 
usually self-defeating. Many publish 
for example, would dearly love to r 
their wares in electronic form, but 
want to read their news on a screen 
witness the flop of the British viewda' 
service, Prestel, Attempts to force of 
automation.on white-collar workers | 
the very thing they are meant to ma 
mise: the intelligent interest of offi 
workers. 


Machines and people 



















































ines the technology now being thros 
office workers and consumers: com 
ers, software, telecommunications al 
the knowhow required to build th 
things into working systems. Secon: 
looks at the way companies are using 
technology to make themselves mo 
competitive. a 

For newspapers, new technology brin; 
lower production costs. For airlines, 
provides a tighter grip on distributors. 
customers. Financial institutions use | 
technology to get, and react to, up-to-tl 
second information on their marke 
Manufacturers like Boeing and Gene: 
Motors are bringing together comput 
and communications to reorganise t 
way they make aeroplanes and cars.. 

The choices that managers and worker 
are making about technology today v 
shape both the way companies work | 
the way people work within them. Th 
is no technical reason why the dep 
editor of The Economist should not be 





just as easily as he now does from hi 






home in Wimbledon. But enough of his 


fellow information workers will have to 
share his tastes to make the installation of 
the necessary networks economic. 

This generation will have the privilege 
of automating the world in its own image. 
vitably, different. groups are taking 
erent approaches. to new technology. 
Americans embrace the machines most 
enthusiastically. They adapt themselves 
easily to the changes. that technology 
brings: both new ways of doing business 
and new business goals. 

The Japanese use relatively few com- 
üters in the office. They have had little 
Opportunity to do so. The more than 
000 characters of their written language 
defy word-processing. The keyboards 
ith which westerners communicate with 
their machines are thus not popular. 
Instead, the most popular information 
machines in Japan are thé facsimile trans- 

























Forward march 


In the beginning was the mainframe. 
` And the first commercial mainframe was 
“the UNIVAC. The first UNIVAC was deliv- 
ered to the United States Department of 
> the Census in 1951; but businesses even- 
tually bought 46 of them, at a cost of 
around $500,000 each. By 1953; howev- 
er, the UNIVAC had competition from the 
IBM. 701, which rented for $15,000 a 
month, and the era of office automation 
was underway. 
< Expensive and vulnerable to bugs 
(real ones that died in the machinery) 
-the first mainframes required work to be 
organised to their convenience. And the 
need to maximise the use-of this cranky 
"asset created a style of computing called 
batch processing. Work was delivered to 
data-processing staff, whose task was to 
organise the data into computer-sized 
“batches”, The goal was to have a batch 
‘usually of punch cards) for the comput- 
< to work on whenever it was 
nctioning. 
The users’ convenience came last in 
batch processing. This did not much 
matter. for regularly scheduled jobs like 
monthly payrolls or quarterly accounts. 
. But-managers who needed, say, a quick 
update on inventories could wait days for 
afew seconds of processing time. 
“The first big step to more accessible 
computing came in 1963, when Mr Ken 
Olsen’s start-up company, Digital 
Equipment, launched the ppp-s minicom- 
puter. The wonderful thing about the 
< PDP-8 was that it cost only $18,000— 
which made it cheap enough to wait on 
people’s needs rather than having people 
cater to the machine. 
_ Minicomputers, together with more 
powerful mainframe hardware and soft- 
ware, developed a new style of “on-line” 
computing. Being able to type data di- 

















rectly into the machine enabled banks to 


companies lag behind Americans in em- 
ploying new technology—although: there 
are spectacular exceptions to the rule. 





< They are also less good at grasping the 


Opportunities the technology presents to 
rewrite the rules of competition in. their 


| favour. Yet culturally and economically 
















































mitter and optical data storage which, 
respectively, send and save images of 
hand-written documents. 

Europe is caught uncomfortably be- 
tween the two camps. On average, its 


keep account balances on the comput- 
er—instead of updating the mainframe 
from scraps of paper each evening. 
Word-processing, process-control, com- 
puter-aided design, databases. which an- 







swer queries instantly and a host of other 
applications all became possible with on- 
line computing. : 

For managers, ver, the minicom- 


puters posed two: problems: people 
and information. While mainframes are 
operated by computer specialists, mini- 
computer users—like clerks or journal- 
ists—require careful training and moti- 
vation. Yet data-processing managers 
often lack people-management skills. 
Ordinary managers, in turn, have their 
own problems ensuring that the informa- 
tion on the growing number of minicom- 
puters is accurate and timely. 

In 1977, Apple lita fuse on the prob- 
lems of managing. white-collar automa- 
tion when it launched the Apple 1. The 
explosion came’ a year or two after IBM 
launched its pcin 1981. Instead of tens of 
minicomputers, companies suddenly had 
thousands of personal computers. Train- 
ing the computer illiterate became a 
major headache. Controlling the com- 
puter literate was often worse. 

The. minicomputer had at least al- 
lowed managers to peer over the shoul- 
ders of the 20 or so users on each 
machine. Data could be audited and 
incompetence corrected. Personal com- 
puters offered no such chance. And they 
created a huge demand for electronic 
data—-from both inside and outside the 
corporation—among managers who 
hadn’t realised just how boring typing in, 
say, several years’ of sales statistics could 
be 


The problems of managing office auto- 
mation are compounded by the fact that 
data-processing professionals and ordi- 


they seem unable to develop their own 
style of using the technology, as the 
Japanese have. done. 

Any such generalisations, however, 
could easily bë rewritten overnight. The 
technology is changing fast: Researchers 
are close to creating. machines. which 
respond to spoken commands and which 
mimic human reasoning. And- the de- 
mands people make on. the technology 
are changing as they become familiar with 
the sorts of services it can pleasantly 
provide. In the past 30 years, office 
automation has already gone through. 
three phases. It is starting on a fourth. 








nary managers often find each other 
totally baffling. The risk is that manage- 
ment of white-collar automation will fall 
between data-processing types who do 
not try to understand people or what 
they do and ordinary managers who feel 
the same about computers. 

The first step towards avoiding this 
risk is simple human initiative: At the 
stockbrokers E. F. Hutton, Mr Bernie 
Weinstein responded to the personal 
computer explosion by. sending his data- 
processing staff to sales- or teacher- 
training. At the publishers McGraw Hill, 
by contrast, managers simply taught 
themselves enough about the technology 
to dethrone data processing, ` 

But most firms reckon that the second 
key to. more useful office automation is 
integrating mainframes, minicomputers 
and personal computers into office net- 
works. Providing links that allow a per- 
sonal. computer to pull down data from a 
mainframe, for example, both encour- 
ages managers to try new types of analy- 
sis with their personal computers and 
provides.a central store for data to ease 
the problem of keeping information àc- ` 
curate and up to date, ~~ i 

By speeding communications; com- 
puter networks promise to boost produc- 
tivity. Electronic mail, for.example, can. 
eliminate the frustration: of returning. . 
somebody’s call only: to find that they 
have stepped out—and vice versa. And, 
most intriguingly, the networks allow 
information technologies. to be melded 
into systems that provide competitive 
advantage greater than the sum of the 
parts: like cash-management accounts or 
airline-reservation systems. 

Integration, in turn, provides a rally- 
ing cry: for technology companies. Com- 
puters, telecoms..equipment and. soft- 
ware are all being sold under. its name. 
Given the glut of stand-alone products in 
most companies, such products are often 
the market’s brightest sparks. 
























Snapping at the giant’s heels 


N 


Computer-makers have little to cheer about. The blush is off the personal 


computer boom. And 


> 


many managers are puzzled ałfout where their fast- 
changing businesses will create the huge concentrations of data needed to 
justify new mainframes. Minicomputers, however, are still selling well—in part 


use they can provide the framework needed to integrate all the other 


computers in the business 


The computer industry reached a turning 
point in 1985. Its best customers; Ameri- 
can businessmen, spent only 10% more 
on computers that year than they had in 
1984 (and only 4% more excluding per- 
sonal computers). That came asa shock 
to an industry accustomed to annual sales 
increases of well over 15% a year: More 
worrying is the idea that business: sales 
might never recover their former zip. 
Dataquest, for one, expects computer 
sales to American business to grow by an 
average of only 9% a year up to 1990. 

Thanks to stronger demand from out- 
side the United States and from the 
engineering and technical sector, Data- 
quest reckons that the growth in total 
computer sales will rebound to around 
20% a year by 1987. But the slump. in 
business demand still hurts. Business 
bought two-thirds of the $47 billion worth 
of computer hardware sold in America in 
1985. Some companies dependent on of- 
fice. markets, like Wang and Control 
Data, have chalked up big losses. 

The hardest hit sector has been big 

mainframes. The value of American 
mainframe sales fell by 3% in 1985, to 
about 2,000 machines worth a total of 
$6.9 billion. And sales are expected to 
grow by only 2% or so a year until 1990: 
That is bad news for IBM, which« holds 
around two-thirds of the global main- 
frame market. 
IBM, Says the computer industry's cli- 
ché, is not the competition; it’s the envi- 
ronment. Companies have developed two 
ways to prosper in its shadow. In the 
mainframe market, the Japanese are 
spearheading the newfangled approach: 
building “1BM-compatible” machines that 
will run IBM software faster and cheaper 
than the firm’s own creations. But most of 
1BM’s mainframe competition still comes 
from the traditionalists of the “BUNCH”: 
Burroughs, Sperry (whose initial comes 
from its UNIVAC computer), National 
Cash Register (NCR), Control Data and 
Honeywell. 

These firms simply try to offer.a better 
package of computers, software and ser- 
vice than IBM. It is not an equal battle. 
IBM, with total sales of $50 billion, is 
about five times larger than its. next- 
biggest competitor: the newly merged 
Burroughs .and Sperry. Sperry-Bur- 
roughs’s: combined mainframe market 
share is still only one-sixth 1BM’s. - 
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Burroughs hopes Sperry will give it a 
stick large enough to beat 18M with. In 
late May 1986 it bought the firm for $4.8 
billion. Burroughs’s president, Mr- Mi- 
chael Blumenthal, reckons that the com- 
bination -of Sperry’s strength in airlines 
and transport will combine with Bur- 
roughs’s banking and finance skills to 
create -a giant-killer. Many observers, 
however, think that he is wrong and that 
the two firms will fritter away their re- 
sources trying to square the circle of 
incompatible product lines. 

Honeywell is also trying to enlist an ally 
to take on IBM. Its choice is NEC, the only 
big Japanese computer-maker to remain 
resolutely 1BM-incompatible. In the 


_ 1960s, NEC sold Honeywell machines in 
- Asia. In 1985, Honeywell signed an 


agreement to buy-and market at least 150 
‘Of NEC’s ACOS computers by 1990. 
Fujitsu, Japan's biggest computer-mak- 
er, is meanwhile pursuing a strategy of 
IBM-compatibility—with some success. 
And its own market clout is complement- 
ed by a growing stake in the third-biggest 
firm in mainframe markets, America’s 
Amdahl. Founded by the defection from 
IBM. of star: computer designer Mr Gene 


Amdahl, the firm invented the strategy of 


building machines that run IBM software 
faster and cheaper than IBM’s own. And it 
has amassed around 7% of the world 
mainframe market. Since Mr Amdahl’s 
departure from Amdahl, Fujitsu’s stake 
in the firm has climbed to 49.5%. 
Despite the efforts of Japanese firms 
and the BUNCH, IBM’s biggest problem in 


0 computer “ 


“more software and services, and trying 


‘some stiff competition here—not- | 


broad product range has become 4 


Allcomputers, great and smail 





mainframes is simply the slowdown in the 
market itself. To keep growing, it 
try to reap more revenue and profit from 
each machine it sells. So 1BM is developing 




















































charge more for them. 
Few of the applications that now run: 
IBM mainframes were written by IBM; B 
the firm is completing a huge programr 
of manufacturing investment aimed 
part at freeing more resources for so 
ware and services. And it is using. 
power in mainframe markets more 
gressively. The rental on some IBM op 
ating systems—one of the few piece: 
software that can be acquired onl 
IBM—was recently doubled. 


The middle ground 
IBM might well wish that it had the sar 
straightforward problems in minicompu 
ers as. it does in mainframes. In 198 
American businesses spent 12% more ¢ 
minicomputers than it did in 1984—p; 
ing a total of about $9.5 billion for aro 
84,000 machines. And Dataquest ex 
sales to keep on growing healthily 
1990, albeit at a somewhat more mo 
rate of 8-9% a year. 

Although 1BM holds around half 
world’s minicomputer market, it 


from itself. 1BM offers a range of mutu 
incompatible minicomputer  hardw 
and. software. IBM said in 1984. th 
would “ standardise its minicom 
wares on System 36 computers and 
DISOSS “applications architecture’. 
fact, the firm’s tastes are more cath 
What was. once viewed as an en 


keting handicap. 

This plethora of choice is off-putt 
some of 1BM’s customers—particu 
the technically unsophisticated. — 
minicomputer makers are eager t 
that discomfort into their own gai 
successful has been Digital Equip 























(DEC). Its 11% of the world minicomput- 
er market makes. it the world’s third 
biggest computer company (after Sperry- 
urroughs). 
DEC gets nearly all of its sales from.one 
imputer, the VAx—which comes in sizes 
anging from near-microcomputers cost- 
g only $20,000 to near-mainframes. All 


A tangle of codes 


ne of the most straightforward ways to 
get computers to work together is to 
enable them to swap programs and data. 
But they are snobbish things. Few will 
have anything to do with. software writ- 
ten for other machines. In fact, nearly 
everything the machines do creates an- 
| other possible. reason why. they will not 
work together. 
Le Incompatibility starts at the comput- 
er’s microprocessor “brain”. Micro- 
| processors take their instructions from 
trings of Os and 1s called machine lan- 
guage. The ability to understand this 
fongue is physically built into. the chip. 
Inevitably, each type of microprocessor 
has its own dialect, incomprehensible to 
ts fellows. 
“A second level of incompatibility lies | 
with the “operating system”. This is a 
program which acts as the computer’s 
internal works manager—scheduling the | 


same bit of memory for two different 
obs. Each operating system imposes on 
he-software a different way of doing 
ings. Software that does not conform 
either brings the machine to a halt or is 
ignored. 
Frustratingly, even programs that run 
a given machine and operating system 
can fall foul of a third form of incompati- 
ity which causes them to churn out 
garbage. The problem here lies in the 
iffering ways.in which programs store 
data on which they. work. 
Inside the computer atl data—be it the 


problem here is that different computers 
use different codes for things like letters 
of the alphabet. Another is that the 
achines have no easy way of distin- 
uishing strings of Os and 1s meant to 
represent numbers from those represent- 


‘Formatting of data is thus crucial. 
While a person could switch easily from 
documents which listed name first and 
then account balance to those which gave 

he data in opposite order, computers | 
would merrily add up the names if they 
ncountered them where they expected 
numbers: More perniciously, a machine 
which expected the number stored in a 
series of, say, 32 0s or Is would simply 
ignore the last half of a number contain- 
ing 64 Os or 1s—until a real person called 
p to complain to its owner. 





of DEC’s “machines” can run co eg same 
software. And DEC has developed com- 


munication networks which make it easy 
to link its- machines together with each 
other and with those frêm rival vendors— 
including IBM. 

Given the current mania for integrating 
office-automation systems, DEC's: net- 
work is a strong selling point. And it 
complements the hardware with “All-in- 
1” software. “‘All-in-1” handles electron- 
ic mail and other basic office-automation 
tasks. Equally important, it can: help 
integrate other applications software just 
as DEC’s network. does for the various 
machines those programs run on. 

Thanks in part to such advantages, DEC 
has prospered while IBM stagnates. Its 
sales grew by 20% between financial year 
(July-June) 1984 and 1985, to $6.7 billion, 
and its net profits jumped 36%, to $447m, 
over the same period. Better may still be 
to come:-.DEC’s earnings for. January- 
March. 1986 were 86% above the. same 
period a year earlier. 

But DEC cannot afford to reston its 
laurels. Smaller, hungrier rivals like Data 
General. are competing for its markets. 
Data General’s. strategy is. remarkably 
similar to DEC’s—even down to integrat- 
ed office-automation software called 
“CEO”. But Data General aims to deliver 


20% more computing power per dollar 


spent than DEC. 


Small and lively ; 
Competition in personal-computer mar- 
kets goes by different rules than those for 
minis or mainframes. IBM is again to 
blame. Its PC dominated the business 
personal-computer market almost as soon 
as it was launched. The Pc’s Intel: micro- 
processor and DOS. operating system 
(from Microsoft) quickly became a stan- 
dard in business (although Apple is still 
strong in the educational and home mar- 
kets). With the standard set, competition 
is focusing on one issue: price. 

Although the bloom is off the personal- 
computer markets, there is still plenty to 
reward PC-price-cutters. Cost-conscious 
businessmen signed the cheques for about 
two-thirds of the $3 billion worth of 
personal computers bought in the world 
in 1985. Although growth in the market is 
slumping Dataquest expects growth to 
recover to 20% between 1986 and 1987— 
creating a world personal-computer mar- 
ket of $42 billion ($23 billion of that in the 
United States). 

After IBM, the most successful firm in 
the business pc market has been Com- 
paq—which went from nothing to over 


-$500m in revenues within three years. 


Compaq’s competitive secret was simply 
a faster, cheaper InM-compatible comput- 
er. AT&T has also been doing well recently 


with an IBM-compatible personal comput- 


er licensed from Italy’s Olivetti. But now 
the personal-computer market is attract- 
ing the price-cutting champions: the 
Asians. ` 

‘The Japanese inexplicably tried to woo 
customers with snazzy features instead of 
price. Although Toshiba is making a 
brave second try at personal-computer 
markets with a family of 1BM-beating 
laptop computers, many of its country- 
men have retired from the field. But the 
Leading. Edge Model D, made by South 


Korea’s Daewoo, is selling like hotcakes - 


in America for about half the price of an 
equivalent IBM PC. And a variety of other 
“PC clones” are also selling well. 

IBM has so far remained calm in the face 
of such price-cutting. It has two options 


for re-joining the fray. Its managers have. 


uncharacteristically hinted that they may 
wade in with big price cuts of their own. It 
is also moving up-market into so-called 
work-group computing—in competition 
with firms like Apricot, heretofore Brit- 
ain’s most successful computer maker. 

The “work group” is a collection of 
powerful personal computers. linked-to- 
gether by a communication. network that 
allows them to swap data. Dataquest 
reckons that American businessmen will 
increase their spending on such machines 
from $3.4 billion in 1985 to $5.1 billion in 
1990. For western computer-makers, one 
advantage of such networks is that they 
sell on service as well as price. And Asian 
firms find it particularly hard to compete 
on service. 

Apple, meanwhile, is trying a third 
approach. Its.chairman, Mr John Sculley, 
is basing his sales. pitch on the easy-to-use 
graphics of the Macintosh computer. He 
believes the machine is perfect for fast- 
growing niches like desktop publishing 
and for managers who do not understand 
computers. Although desktop publishing 
is growing fast, low-tech. managers are 
withholding judgment.on the Mac. 

More than any other computer-mak- 
er—from mainframes to personal .com- 
puters—Apple’s strategy underlines the 
growing irony of computer markets. The 
Mac’s selling points.are all created by its 
software: the. machine was in fact de- 
signed specifically around the programs 
which make it easy to use.: 

Other computers take. advantage of 
software somewhat more surreptitiously, 
but they are still becoming increasingly 
dependent on it. What other advantage is 
the 18M-standard than the huge quantities 
of software available for IBM- machines? 
As the: problems computers: are called 
upon to solve become more complex, the 
software becomes all the more important. 
While today’s computer firms give away 
word processors to help sell PCs, tomor- 
row’s‘word processors. may come with a 
computer. 
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Rank Xerox are world leaders in laser printing 
and the leading developers of software for document 
creation systems. 

Just as we led the field in other important areas 
of reprographics, so too have we taken the lead in 
laser printing and document creation. 

We now have an unrivalled range of 
sophisticated equipment to enable companies to 
produce high quality printed material - completely 
in-house and in a fraction of the time and cost of 
conventional methods. 

Our document creation systems can combine 
text and graphics to bring new speed and 
convenience to the production of technical and 
engineering documentation, sales tenders, company 


reports -indeed virtually all printed information. 

And when you've created your documents on 
the screen only Xerox offers you the facility to 
transmit that information via a local area network or 
Ethernet to wherever it’s needed. Then it can be 
printed ready for use -again using Xerox equipment. 

Our range of laser and electronic printers caters 
for every possible workload. From the company that 
needs just a few hundred pages a week, to those 
requiring thousands each day. 

So when you begin to open your eyes to the 
potential or woe in publishing, make sure you 
contact us first. Only 
we can show you the 
complete picture. TeamXerox 

160143 


open your eyes 
to the benefits of 
office automation 
make sure you see 
the complete 
picture. 
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Programmers. tailor-made. their 
wares for individual companies. With the 
personal computer boom, it became a 
consumer-goods business. Emphasis 
shifted from understanding the client and 
his business to advertising and distribu- 
n. The industry’s job now is to adapt its 
service traditions to its new-found mass 
market. 
Personal computers hit software mar- 
kets like a tidal wave. Between 1980 and 
1985, sales of personal computer software 
doubled every year. Demand for other 
kinds of software grew by a more sedate 
17%. a year. From next-to-nothing in 
1980, sales. of personal-computer soft- 
ware will have grown to $6 billion of the 
$18 billion-worth of. computer software 
h Dataquest estimates will be sold in 
United States in 1986. 
Software companies grew like Topsy. 
hton-Taté (1985 sales: $122m) owed its 
ecess to DBase I, a program originally 
ritten by a Californian engineer to keep 
‘ack of his football bets. The spreadsheet 
cet leader——Lotus (1985 ~ sales: 
m)}--was conjured up by.an ex-tran- 
ntal-meditation teacher, Mr Mitch 
por. A Harvard drop-out, Mr Bill 
ates, jumped into the business strato- 
re when his firm, Microsoft (1985 
s: $140m), won the contract to supply 
OS operating system for IBM’s PC. 
he days of easy money are now 
r. Dataquest reckons that growth in 
and for-personal computer software 
slow down to an average of 20% a 
ween 1985 and 1990—just a head 
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businessmen will be spending more on software than on the 
that run it. Yet the software industry is barely 17 years old. 
Software was mostly given away with computers until 1am “unbundled” it in 
969. With global sales of $26 billion in 1985, the industry has grown up fast 





above the rest of the software industry’s 

18% average growth rate. The onset of 
slower growth was the death knell for 
some once-bright young firms, including 
VisiCorp, the inventor of VisiCalc, the 
first spreadsheet. The remaining pioneers 
are trying to put their companies. on 
stronger foundations. 

Microsoft, which still gets about half its 
sales from the DOS. operating system, is 
expanding into applications software like 
word processing and spreadsheets—and 
international markets. It is being success- 
ful in both. Its “Word” word-processing 
program and the “Multiplan” and “Ex- 
cel” spreadsheets are doing well. Nearly 
two-fifths of Microsoft’s sales now come 
from outside the United States. 

- Ashton-Tate bought the makers of the 
“Multimate” word processor as part of its 
expansion drive. But Lotus has been 
slower to move beyond spreadsheets. 
With over half of the spreadsheet market, 
it dominates its sector more completely 
than any of its rivals. While it is rumoured 
to be working on a word processor and 
other new products, it is profiting from 
enhancements to its spreadsheets—like a 
forthcoming program that will allow its 
“1-2-3” to respond to natural English. 


Burning questions | 

The microcomputer software houses’ at- 
tempts to put themselves in order. are 
bedevilled by the industry’s sheer youth. 
Managers have no clear trends to guide 
them on a number of important issues. 
They include: 

@ Price. The long-expected: price war in 
personal-computer software has yet to 
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materialise. There is plenty of room for 
prices to fall. Although many software 
products retail for over $100, production 
costs are typically less than $10 and devel- 
opment costs are often written off as the 
are incurred. A Californian firm called 
Borland International has made a fortune 
out of cheap products. But few have 
followed its lead—despite the pressure 
put on software prices by falling hardware 
prices. 

@ User interface. How do people want 
their computers to work? Conventional 
wisdom in the industry is that people want 
something like the Apple Macintosh’s 
“graphics-orientated user interface” or 
GUI (pronounced gooey). This involves 
pointing.to pictures that represent what 
one wants the computer to do: for.exam- 
ple, pointing to a picture of rubbish bin to 
delete a phrase: with the word. processor. 
Although. easy to master, such methods 
are slow. to use. Most gooey programs are 
usually operated. via shortcuts. Gooey 
sceptics wonder why programmers do not 
simply write manuals comprehensible 
enough to let people work with the short- 
cuts from the beginning. o 
@ Training and support. Despite the good 
intentions of software houses, most cus- 
tomers have so far taught themselves how 
to use their purchases—or employed a 
consultant to do the teaching. Both the 
customers and the software houses are 
only now realising just how. expensive 
that training can be. The customers, obvi- 
ously, would like: someone else to ‘help 
carry the cost. Which, for software 
houses, raises another issue: 

@ Distribution. In the United States, mi- 
crocomputer-software © markets... have 
three tiers. Store-front dealers offer ad- 
vice and support for customers (although 
they are often just as ignorant as the 
customer himself). Mail-order firms pro- 
vide just cut-price software, leaving sup- 
port to the software houses. And software 
firms themselves are increasingly selling 
direct to corporate customers. The soft- 
ware houses are eager to know which tier 






| will dominate the ‘market. (In Europe, 
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Computer software is far more diverse 
than hardware. Programs are designed 
for specific tasks, and one of the trickiest 
jobs for the industry’s pioneers was to 
decide just what capabilities to build into 
each of their creations. Now, however, 
the industry divides the programs into 
several standard categories, including: 

@ Word processing. These programs al- 
low the user to type in text and alter it 
easily by, for example, moving sentences 
around. And advanced features are in- 
creasingly being added which, for in- 
stance, check the spelling of words as 
they are typed in, or allow the text to be 
printed out in a variety of different 
typefaces. 

@ Spreadsheets. Easier to use than. to 


describe, these programs typically work’ . 


like an automated accountant’s ledger. 
Say the user wants to calculate operating 
profits for a number of small companies. 
All he need do is type-in revenue: and 
cost of sales. The computer will automat- 
ically do the subtraction for as many 
different companies as he wants. More 
complicated calculation templates. can 


easily be built up for things like discount- 


Sorting the data out 


- Operating systems 7-1% 







Personal-computay 
software sales to 

US business, 1985 
Business & accounting 33-3% 


Spreadsheets 14:8% 


Word processing 14.0% 


Database 7:3% 





Communications 2-2% 


Other 213% 
Source: Dataquest 













@ Graphics. These plot series: of num- 
bers into bar, pie or line charts. Some 
readsheets—notably .. market-leader 
Lotus 1-2-3—have graphics capabilities 
built in. 
@ Databases. These file away data and 
recall it automatically. With the proper 
information in the computer, one can in 
a fraction of a second sort through hun- 
dreds of records to find, for example, all 
the left-handed baseball. players who 





kees—although most. searches retrieve. 
more useful information. 
The technology. of databases is chang- 
ing fast. New “relational” databases are 
more flexible and easy-to-use than their 
“hierarchical” predecessors. The key to 
the differences lies in the way they 
organise the data they store. 
Hierarchical databases, unsurprising- 
ly, arrange. their data in a hierarchy. 
Baseball players, for example, might be — 
filed under the name of their team. That. 
works fine so long as every player hasa. 
team, and the queries typically look for. 
information team-by-team. But players. 
that leave their teams, even temporarily, ` 
drop out of the database altogether. 
Relational databases get round this 
problem by organising their data in ta- 
bles. Each table stored in the computer 
contains simply related information. 
One table, for example, might list play 
ers and their teams, another would. list 
players and their positions..To search for. 
players by team and position one simply 
joins up the two tables. But the separate _ 
listing prevents all information about the 
players falling out of the database if he 
does not conform to a previously defined 
category. In the fast-changing world of 
business, such flexibility. is almost as 











































ed cash flow or asset evaluation. - 


this is a less burning question. because 
nobody offers good support, and even 
mail-order houses get away with prices 
25-40% above those of the same product 
in America.) A 
The old guard of mainframe software 
houses are watching the arguments over 
microcomputer-software service with par- 
. ticular interest. Companies like Cullinet, 
MSA, ADR and Software AG missed out on 
the microcomputer boom. But their stock 
in trade has always been providing service 
and back-up for their programs. Those 
programs, after all, are usually rented 
rather than sold. Should microcomputer 
software begin to sell on service too, they 
would have a second chance at the 
market. 


The old guard 
Even as they eye microcomputer soft- 
ware, mainframe-software suppliers have 
to cope with big changes in their own 
markets. Most mainframe-software com- 
panies have as their flagship product a 
program which acts asa data librarian, a 
database. But the technology and eco- 
nomics of databases are changing fast. 
Flexible, easy-to-use “relational” data- 
bases are all the rage. Software AG, among 
others, owes. its success to the shift away 
from “hierarchical” and “network” data- 
base technologies. For others, the shift in 


technology has brought ill fortune. The. 


great question now is IBM. Although its 
researchers invented the relational data- 


. not the only question vexing mainframe- 


ever played for-the New York Yan- useful as the databases themselves. 







































mainframe software is to provide 
“fourth-generation” . programming. 
guage with the database. Software com 
panies typically claim that fourth gener 
tion languages allow programmers to t 
ten times more productive than conven 
tional languages like COBOL or BASIC 
second solution is to construct “on 
fits all” applications software: fo: 
accounting or inventory control. T 
with. both efforts, however, is co 
efficiency with flexibility. Progra 
run fast are often hard for their users 
understand or to modify. rae 
Another promising area—for 
mainframe and microcomputer so 
firms—is communications. Dataquest 
pects it to outpace the growth in the 
of the software industry. And even: 
Jane applications software can be gi 
new appeal by improving its; abilities 
share data among its users. — 


base in the 1970s, it did not come out with a 
commercial product until 1985. Its DB 2 
now lies fifth in the relational database- 
market league.table—well behind leaders 
Cullinet and Software AG. Can IBM's 
marketing clout make up for a late start? 
But changing database technology is 


software houses: Few customers can now 
afford the luxury of writing their own 
programs to process the information in 
databases. As a rule of thumb, half of the 
work done on a program is updating and 
maintenance. The supply of programmers 
is already falling short of demand, but 
each new program they write takes away 
from the time available to write other 
programs. Instead, companies want to 
buy off-the-shelf software that can be 
adapted to their needs. 

Building such software is tricky. One 
solution adopted by most suppliers of 


Marriage lines 


Telecommunications is rather like the proverbial horseshoe nail for want ¢ 
which horses and riders are lost. It does not cost much, and it is most noticed 
when missing. But most firms are missing it now. So the race is on for a chuni 
of this fast-growing market—particularly for data communications _ 


ing a cornucopia of technologies aimed | 
enabling people to shift data from cor 
puter to computer as easily as they 
make telephone calls. Nearly 

works; it is now up to confused exec! 


Everybody seems to have a bright idea 
about wiring the office. Computer com- 
panies, telephone utilities, telecom- 
equipment makers and the: inevitable 
leavening of bright young firms are push- - 
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o pick the winners. is EES Ee 
At stake ‘are two markets: one for 
communications within the office and 
another for links:to the outside world. 
taquest reckons that about half of 
America’s automated desks now have 
communication links to their neighbours. 
That portion is expected to grow to two- 
hirds by 1990. And the market for intra- 
office data communication equipment in 
the United States is forecast to be worth a 
otal of around $19 billion over the next 
five years—plus $5 billion more for ser- 
vices and maintenance. 

- The inter-office communications mar- 
ket is harder to analyse. The shape of 
competition depends on government reg- 
ulation of the telecommunications mar- 
ket. Except in Britain—where Mercury is 
challenging British Telecom—Europeans 
are connected to state-owned telecom- 
munications monopolies. Antiquated mo- 
nopolies, backed by fuddy-duddy regula- 
tors, hold back demand. 

In the United States—where long-dis- 
ce telecoms is a competitive free-for- 
all—businesses in 1985 made over half of 
the $45-billion worth of long-distance 
alls placed on public networks. By 1991, 
the American long-distance market is 
forecast to grow to $75 billion. But many 
firms do not show up in these numbers 
because they built their own telecoms 
systems to bypass the public network. 
though counting bypassers is like tot- 
g up dogs that do not bark in the night, 
estimates range as high as one-third of 
Fortune 500 corporations. 


Desk to desk 


There is no shortage of different ways to 
communicate within the office. Nearly 
of the links from desk to desk are 
now made simply by running a wire from 
1€ machine to the other. But tomor- 
Offices will require more sophisti- 
ed: communications technologies. 
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“each line many. times the data-carrying 
“capacity of a normal voice link. AT&T and 


Traffic control — 
Computers do ‘not hve to run the same 
programs to work on the same jobs. 
They-can also swap data electronically. 
While there is no reason why an office- 
ful of computers should not work in 
harness, it is not as easy as just plugging 
them into the telephone system. There 
are many different ways of handling data 
communications. Typically, none will 
work with any of the others. 

The essential problem in data commu- 
nications is moving messages from one 
terminal to another. without getting 
mixed up with all the other data floating 
around the system. One obvious. way to 
do that is simply to give each terminal its 
own line to any other it might want to 
speak to. But that wastes a lot of wire, 
and most systems have more intelligent 
approaches to traffic control. 

For local networks, there are two 
broad approaches to communications: 
hierarchical and. peer-to-peer. The hier- 
archical approach solves the traffic con- 
trol problem by putting a single machine 
in charge. Ail data is routed through a 
central processor which then forwards 
messages to their addressee. Because the 
central processor sees all. messages, it 
knows when the lines are clear and the 
recipient available. 

There are two competing. approaches 
to peer-to-peer communications: polling 
and contention. Polling—implemented 
in IBM’s token-passing local area network 
(LAN}—requires each computer on the 






























































Local area. networks (LANs): LANS now 
provide about 10% of the desk-to-desk 
links, according to Dataquest. By 1990 
their share should nearly double. Growth 
in personal computers, which LANs are 
best suited to link up, will lead the way. 
Companies are lined up behind two com- 
peting LAN technologies to try to capture 
that growth. IBM is backing ‘‘token-pass- 
ing” networks. DEC, Xerox and a young 
firm called 3Com are fighting for the rival 
Ethernet (see the feature above). 

Data psxs.. Like conventional - office 
switchboards (PBXs), these machines con- 
nect one line to another—except that the 
callers are computers rather than people. 
Dataquest estimates that these devices 
will increase their share of wired desks 
from 13% today to 16% by 1990—mostly 
to provide dumb terminals with a choice 
of computer brains. 

Conventional pBxs. Voice switchboards 
can already carry limited amounts of data. 
But to handle tomorrow’s data-switching 
“needs, they will have to offer more capaci- 


-ty and- better quality lines. PBXs are 
- already being beefed-up to do the job. 


Northern Telecom’s new Dv/i provides on 








network to wait silently until it is asked if 
it has anything to say. In IBM’s case, the 
asking is done by passing an electronic 
“token” around the network. If the 
machine has nothing to say when it 
receives the token, it simply passes it on; 
if it wants to talk, it hangs on to the 
token while it says its piece. 

Contention protocols—popularised by 
Ethernet, which is backed by DEC, Xerox 
and 3Com—do not prevent collisions 
between messages; they simply prevent 
them from jamming the network. :Ma- 
chines on such systems stay silent when 
they hear another talking. But if two 
should start talking at once, the collision 
of data is detected by noticing the gar- 
bled message. Then the speakers wait for 
a (random) number of microseconds 
before re-sending the message. Because 
the waits are random, the odds are the 
collision will not recur. 

All three systems have pluses and 
minuses.. Hierarchies are natural if the 
raison d’étre of the network is to allow 
the machines to share a common re- 
source, like a data library. But both 
hierarchies and polling techniques. are 
vulnerable. to breakdown. Breakdown 
by only one machine on a token-passing 
network brings the whole network to a 
halt by stopping the progress of the 
token. And such networks are more 
difficult to modify than contention ones, 
into which machines can be simply 
plugged or unplugged. 










































Rolm—recently purchased by IBM tolead 
its drive into telecoms—are expected to 
come out with similar switches soon. 
Dataquest reckons that PBXs will increase 
their share of wired desks from around 2% 
in 1986 to just under 10% in 1990. 4 


New horizons 

The increasing sophistication of intra- 
office communications is creating de- 
mand for equally sophisticated services 
between offices. Such demand has. al- 
ready helped bust telecom monopolies in 
the United States, Britain and Japan: In 
the rest of Europe, however, regulators 
are still dithering over how to.cope, and 
their indecision blocks progress. In the 
United States, businesses often have 
more telecommunication -choices than 
they themselves can cope with. 

The most basic question facing Ameri- 
can companies is whether or not to bypass 
the public network by setting up their 
own telecoms system. The choice rests on 
cost and control... High-volume telecoms 
users reckon they can often cut costs by 
creating. their -own networks. They can 
rent satellite channels: for long distance 
links: For ‘local: calls; microwave links 
capable of transmitting around 30. miles 
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We designed the first electronic typewriter and 
the first Videotyping system. 

We are the largest European PC manufacturer. 

We are the largest supplier of intelligent work 
stations to building society branches in the UK. 
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And in 1984 we forged an alliance with AT&T, 
the world’s largest voice and telecommunications 
supplier. 


So if you want to know more about the electronic 
office talk to us. 
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Would you like to know how com- 
yuters can tell the difference 
yet ween a pair in a poker game and 
i pear on a plate? 
< How they can understand a vari- 
sty of speakers with a diverse 
variety of accents—and reply in 
year-shaped tones, using normally 
sonnected speech? 

Then read on to learn more about 
somputers that recognize words, 
“omprehend meaning from context, 
ven synthesize human speech from 
a mere shadow of itself. 


It’s All In The Algorithms 

Utilizing three levels of speech- 
processing algorithms, AT&T is 
giving the computer a more ‘robust’ 
anderstanding—the capacity to 
omprehend connected speech from 
ent speakers. 

7 Acoustic pattern 
matching (1) iden- 
tifies the spoken 
words. 

Grammatical pro- 
cessing (2) figures 
out how the words 
are put together. 

And semantic 
eooo (3) extracts meaning 
rom the context. With each suc- 
_cessive step, the computer moves 
-closer to accurate understanding. 

Acoustic pattern matching deter- 
wanines how much latitude the wave- 
(pronunciation) of a word can 
Mhave before it becomes unintelligible 
ito the computer. 

By isolating the specific charac- 
ms the waveform of a word con- 










Three levels 
to understanding 
















s—independent of the accent of a 
speaker—we increase the probability 
hat it will be correctly matched to 
pattern stored in a computer's 
emory. But, correct recognition of 
words is only the beginning of com- 
[puter understanding. 
S Computer Grammar 101 
Grammatical processing further 
increases the probability of recogniz- 
ing words. It analyzes them within 
the constraints imposed by lan- 
age—the allowable sequences of 
_ syllables in a word or words in a 
sentence. 
For a specific vocabulary and sit- 
uation, it is possible to define every 
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sequence the computer can recog- 
nize. Based on probabilities assigned 
to each word it recognizes—and 
where that word falls—the computer 
determines which of its possible 
sequences is the most likely. This 
process gains two advantages: It 
allows words that might not other- 
wise be recognized to be correctly 
accepted; and it speeds up process- 
ing time by using sequence position 
to limit the number of words it looks 
at for a pattern match. 

A Meaningful Relationship 
Semantic processing is the point 
where the computer crosses the line 

between recognition and under- 
standing—the point where words are 
given meaning within a specific con- 
text. This endows a system with one 
of its most human qualities: knowing 
when a request isn’t understood, and 
asking for appropriate clarification. 
Talk Isn’t Cheap 

Making a computer listen intel- 
ligently is one thing; making it 
respond intelligibly, however, is 
another. 

Enabling a computer to talk, 
reproducing the subtleties of human 
speech, has required large amounts 
of memory—a high cost item. There- 
fore, an 85 percent reduction in 
the amount of information needed to 
store and generate high-quality 
speech can mean significant cost 
reductions. 

That’s just what a new AT&T 
speech synthesis technique, called 
multi-pulse linear predictive coding 
(MP-LPC), provides. It reduces the 
64 thousand bits per second pre- 
viously needed to 96 hundred. 

Speech signals mimic the human 
vocal tract—they have redundancies 
built in. MP-LPC codes speech to 
remove these redundancies, then 
tells the computer how to recon- 

stitute the original speech from the 
mini-version in its memory. This cod- 
ing eliminates unnecessary bits from 
being stored and transmitted. 
Getting Down To Business 
At AT&T, our goal is to make 
computers listen and understand 
as fast as people speak—and 
speak to and understand as many 
people as possible. Speech- 


































processing algorithms, developed b 
AT&T Bell Laboratories, have move 
us several steps closer to that ideal 

For example, most speech recog- 
nition systems make the speaker 
pause between words. But AT&T, — 
using advanced recognition algo- 
rithms, has developed a Stock 
Quotation System that allows callers 
to enter and retrieve current market 
information in natural, normally- 
connected speech. Users simply 
speak the number codes for any of 
over 6,000 stocks, and the service. 
provides current quotes—delivered 
in computer-generated speech. Th 
system is now in initial service for 
customers of a major brokerage 
company. 

Numbers are nice, but make for 
limited conversation. Closer to our - 
goal of a conversational computer is 
the Flight Information System. It 
uses the Official Airline Guide as its 
data base. In its limited environ- 
ment, this laboratory system con- 
verses with the user in natural 
speech in response to normal flight 
information queries. 

One Of Our First Callings 

AT&T has been deeply involved in 
speech technology since the gene: 
of the telephone. From the begin- - 
ning, our goal was to make mechan- 
ical communications fast, foolproof 
and economical. - 

Today, with the advent of the cor 
puter, we’re moving toward the ulti 
mate ideal: creating machines that 
serve our needs and save our energ 
in the most natural manner—by voi 
command. 


d you don’t sacrifice speed or quality to get 
ence — at high speed all you hear is the rustle of 


emens has over 10 years experience in ink-jet 
inters and has developed a range of fast, highly 
lable, quiet printers that are reasonably priced 
id economical to run. 
emens ink-jet printers cope admirably with 

sry task from text and graphics to reports and 
rrespondence. it's the only printer you'll ever 
ed. 

ou want quiet life call us or return the coupon 
ve'll be happy to send you full details. 


amens Ltd, Quiet Printers, 
post, Sunbury-on-Thames, 
ddiesex TW16 5BR. 
phone: (0932) 761843/761861. 


emens in communications — 
here the future happens first 








interested in a quiet life -please send me full 
tails of the Siemens ink-jet printer range. 
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Simply hooking computers up is only 
half the battle in data communications. 
The machines must also agree on how to 
address each other. It is easy for a 
computer to convert the Os and 1s in its 
memory into pulses to send down a 

telephone line. But the receiving ma- 
chine has to know how fast the pulses are 
coming and how many pulses make. up 
each “word” of data. That is where 
protocols come in. 

Communications protocols are rules 
to avoid computer misunderstandings. 
They apply to a variety of different 
operations, including: 
© Speed of transmission. Pulses are de- 
coded into zeros and ones according to 
how long they last. Both receiver and 
transmitter must be coding at the same 
speed if one 1 is not to be confused with 
two or three. 
© Establishing connections. The ma- 
chines must agree on how they are to tell 
each other that they are on the line and 
ready to commuinicate. 

@ Framing. The protocol must specify 
where the data begins and the adminis- 
trative chit-chat ends. 

© Error detection. Static on the line 
sometimes makes a nonsense of the 
pulses. A simple way of checking for 
errors is through a so-called parity bit. 


character which is 0 if there is an even 
number of 1s sent in the character or lif 
the number is odd. If the parity bit does 
not agree with the received character, an 
error has occurred. More sophisticated 






cost $25,000-30,000; those covering 10 


miles cost $10,000. 


Cheap communications is only part of 


he equation. Businesses also want to be 
ble to: rearrange their networks as their 





communication needs change. And they 
want. to control the quality of service. 
General Motors (GM) is therefore. build- 
ing the world’s largest private network. 
When completed in 1987, it will contain 
600 PBXs and 250,000 telephones. Using 
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Why pr otocol is neede d 7 


-of computers at a central point, build 


The idea is to add an extra pulse to each 


_and its centralised distributor—so long 


error-checking -tedhniques also. exist. 
The key thing is for both machines to 
know: what the other is doing so that 
error-checking bits are not confused with 
real data. 

@ Error correction. A computer receiv- 
ing nonsense often requests the sender to 
send the data again. The sender, obvi- 
ously, must recognise that request. 

Such protocols are easy to devise, but 
difficult to enforce. Probably the most 
widely used protocol today is IBM's Sys- 
tems Network Architecture (SNA). But 
rival computer-makers. and: software 
houses are gathering behind the so- 
called Open Systems Interconnection 
(ost). Several companies, DEC among 
them, offer “gateways” to link Os¥ sys- 
tems to SNA ones. 

Long-distance telecommunicators can 
often. also take. advantage of packet- 
switching to gain both protocol conver- 
sion and cost savings. Packet-switching 
systems gather messages from a variety 


them into large packets and send the 
whole thing down a single phone line: At 
the other end, the packets are broken up 
and distributed to the individual 
recipients. 

Because the data is reorganised any- 
way, the protocol between the sender 
and its centralised collector need not be 
the same as that between the recipient 


as each of the two pairs understand each 
other. And sharing the central line be- 
tween many computers reduces costs. 


satellites, microwave links and fibre -op- 
“tics, it will-eventually link GM’s offices 
and factories with 35,000 dealersand 


suppliers. 

But not all big telecoms customers are 
following Gm’s example. American. Air- 
lines still uses public networks to link up 
with the 10,000 travel agents using its 
computerised reservation system. It reck- 
ons buying telecoms services is far cheap- 
er than setting up the organisation to 
service. its own telecoms links—not to 
mention the costs of buying the equip- 
ment needed to make the links in the first 


Knocking their heads together 


New technologies provide the toughest choices managers will have to face 
for the rest of this viii The problem is getting people and machines t 
here are no easy answers 


work efficiently together. 


The purpose of office automation. is to 


make people work more effectively. Al- 
though obvious, that is a point all too 
often forgotten amid the sound and fury 


of arguments between rival technologies. 


It is also far more difficult to design 


place. And public networks already reach 


emergence of. value-added network 


States. It handed over its lacklustre Satel. 


-task for management is to .overcom 









the small towns where American Airlines 
is signing up new agents. 

To keep more firms in the fold, tel 
coms utilities are offering cheaper. and 
more flexible services. Ex-monopoly. 

AT&T has seen its,share of the American 
long-distance telecoms market. cut to be 
low 80% in two years of price-cutting: 
competition. In November, it offered 
so-called “Software Defined Ne 
works”—a service which allows custom 
ers to adapt their telecoms service to t 
own needs by re-programming .AT& 
digital. switches. After-hours calls to a 
office in New. York can, for example, | 
automatically re-routed to an office 
California, where it is three hours earlie 

For data communications; the choi 
between. public services and do-it-you 
self efforts is further complicated by. th 


























































(VANs). The “value” these services pr 
vide lies in the software with which the 
dress up their data-carrying capacity 
Typically, the software ensures securit 
of the data from eavesdroppers.or ba 
connections. It maximises use of the phys 
ical lines to provide cheap services an 
can translate data from the format unde 
stood by the sending machine to tha 
understood by the receiver. 

Outside the United States. VANS | 
provide the only form of telecoms compe 
tition in some countries. And.: IBM; fo 
one, is busily signing up partners to help | 
break into VAN markets worldwide. Ja 
pan’s de facto telecoms monopoly NTT i 
already on the list, and joint ventures 
throughout Europe are rumoured to be 
the works. But IBM’s enthusiasm belies 
experience with vANs. in the Uni 







































lite Business Systems group to MCI, pur 
veyor of long-distance. telecoms servic 
in part-payment for up to 30% of tha 
firm. IBM is not the only one to suffer 
AT&T closed down its Net 1000 in 1985 

More such flops will follow—and no 
just for would-be purveyors of VANS: Al 
the arguments over how to link toget 
computers and telephones obscures | 
fact that most firms have not yet decic 
what to hook up. 





systems that will please people tees 
to get machines to work together. 


personal inertia and fear of the unkno 
to create-efficient systems... 
An viime of the problers come 













































































g firm. The company worried about the 


increasing amounts of time and money 
quired to find out which, if any, patents — 






pplied to machines it was developing. It 
developed a. high-tech replacement for 
e existing system—engineers’ trotting 
down the hall, plans in sweaty palm, to 
sonsult a patent librarian. Each engineer 
access to an on-line patent database 
rough a terminal on his desk. 
The system was‘a technical triumph, 
ut it made everyone miserable. The 
ngineers, although they had rather en- 
joyed complaining about the patent li- 
rarian, discovered there was more to the 
usiness of searching for patents—partic- 
arly Japanese ones—than met the eye. 
They had enough to do without mastering 
bscure new skills, and the quality of 
searches suffered dangerously. The pat- 
nt librarian—who was a whizz at Japa- 
“nese patent searches—was bored to the 
rink of resignation with machine- 
minding. 
In the end, the firm simply cut off the 
ngineers’ access to the databases and 
ve the job of patent searches—plus a 
erminal—back to the patent librarian. 
_ Although an admission that many of the 
_most expensive features built into the on- 
line system were totally unnecessary, the 
ew arrangements eventually did get pat- 
nt searches done both quickly and 
ciently. 
Such stories of misguided automation 
bound, although companies are natural- 
ly more eager to talk about successes than 
‘ailures. Short of eschewing automation, 
re is no way to avoid mistakes. The 
mountains of advice offered by manage- 
‘ment consultants and other pundits distill 
_down to four broad rules. 
Get employees involved early in the 
lanning of automation. Nobody knows 
he job better than the people doing it; 
therefore nobody knows better how it 
could best be automated. Involving em- 
loyees early in the planning further 
boosts morale and their willingness to 
work with new systems. 
) Define clearly the competitive advan- 
ages of automation for, first, the employ- 
ee and, second, the corporation as- a 
whole. One of the major flaws of the 
yatent-search database was that the engi- 
cers had no. real reason to use it: they 
were paid and promoted for their engi- 
neering skills rather than their patent 
arches. Examining. the corporation's 
goals for automation helps avoid costly 
mistakes, and communicating them helps 
employees see how to use and enhance 
he system. : 
© Provide adequate training: Computer 
iteracy is expensive to teach. User train- 
ing and support are the biggest single cost 
many: computer installations—well 



























m a (to-be-nameless) British engineer- 


“Wapping. 


cheap and easy to change. 


ahead of program development. And 
computer literacy is only half the battle. 
The exemplary engineers would have 
profited from courses on the theory and 
practice of patent searching. Stockbro- 
kers or other executives using computers 
to analyse corporate data often benefit 


‘from training in statistics and accounting. 


@ Be flexible. Everything is changing 
with automation. Users’ capabilities and 
expectations evolve with experience. The 
technology is changing faster even than 


many experts can keep up with. And the 


competitive advantages offered by auto- 
mation vary with the progress made in 
computer use by both rival firms and 
other bits of one’s own firm. Under such 
conditions, it is impossible to get every- 
thing right—or to imagine that-the right 


Daily Computer 


Newspapers and magazines are among the most hi 


"solution for today will necessarily be so 






for tomorrow. So automation has to be 


Managers need ‘not face the challenge 
of automation alone. For better or worse, 
they. can call on armies of consultants 
eager to provide advice. More. radical 
firms simply rent their computer services. 
EDS, recently purchased by General Mo- 
tors, offers computing services for a flat 
yearly fee. ` 

EDS insists on taking over clients’ data 
processing completely. It then tries to tap 
two sorts of economies of scale. ‘The first 
comes through cadres of gung-ho, often 
ex-military, computer operators, pro- 
grammers and analysts. The second is 
through “information-processing cen- 
tres”, which pack huge computing power 
into a single building. In the United 
States; EDS is building 14-15 such cen- 
tres—all running similar software an 
linked so that they can share the work 
load. In 1985, EDS’s sales totalled $3.4 
billion, more than double 1984’s. 

No amount of computing efficiency, 
however, can wring profits from: ill-con- 
ceived automation. And, as some firms 
have learned to their cost, even systems 
beloved by the employees can lose mon- 
ey. The key to real success lies in seeing 
how technology can enhance one’s com- 
petitive position. The following four arti- 
cles show how firms in journalism, fi- 
nance, marketing and manufacturing 
have done the job. 








hly automated firms in 


the western world (well, outside of Britain anyway). They provide a textbook 
example of how technology can bring higher quality at lower cost 


Newspapers are a perfect target for auto- 
mation. The technology -pays for itself 
quickly by eliminating typesetters. It 
shortens the production and distribution 
cycle to allow more timely, and hence 
saleable, news. Perhaps. best of all for 
would-be automaters, newspapers know 
exactly how they want to transmit and 
manipulate information within their own 
organisations—which makes it easy to 
design computer systems to do the job. 

In most industrial countries, publishers 
gradually switched over to the new. tech- 
nology during the 1960s and 1970s as 
prices fell and expertise improved. In 
Britain, however, -incompetent Fleet 
Street managers and bellicose unions cre- 
ated a disaster that is still being played 
outon picket lines in front of Mr Rupert 
Murdoch’s: News International plant at 








Instead of re-typing journalists’ stories 
for typesetting, Mr Murdoch wants to 


typeset directly from the text that journal- 


ists tap into their word-processing sys, 
tems. That reduces from 6,000 to 2,000 

the number of people required to. produce 

the four papers at Wapping—The Times, 

the Sunday Times, the Sun, and the News 

of the World. 

With automation, Mr Murdoch’s pa- 
pers will also get a chance to. respond 
more quickly to fast-breaking ‘stories. 
(Although it is hard to see how this 
matters to the Sun, in which Miss Sa- 
mantha Fox’s. breasts crowd out current 
events.) Photographs that used to require 
as much as eight hours to be ready for 
printing can now be slipped into the paper 
in as little as 25minutes. = 

The rest of Fleet Street is eager. to 
follow Mr Murdoch and Mr Eddie Shah— 
who was first to announce publication of a 
national daily newspaper with the new 
technology. That will leave only one 
group of unautomated newspapers in the 
developed worid: the Asians. 

Japan’s newspapers show just how in- 









tractable are the problems posed. to 
would-be office automaters by. Kanji 
characters. All stories on the nation's 
leading daily newspaper, Asahi Shimbun, 
are handwritten. Instead of telex or com- 
uter link, stories arrive from remote 
bureaus by facsimile transmission. 

Typesetting at Asahi Shimbun is a two- 
stage process. The first stage. sets the 
2,000 most commonly used Kanji charac- 
ters. The result of this setting is then 
passed with the original, handwritten 
copy to a second typesetter whose ma- 
chine inserts any of the 4,000 or so less 
common Kanji characters into blanks.in 
the text. The second machine’s keyboard 
needs several pages of looseleaf text. to 
show the characters produced by various 
combinations of keys. Operating it. is 
extremely slow. 

Beyond typesetting, however, Asahi 
Shimbun reverts to the Japanese model of 
automated efficiency. Pages of newsprint 
are laid out and printed directly from 
digitised text and pictures. Each box of 
papers holds a bar code which directs it to 
a waiting delivery van via conveyors, 
untouched by human: hands. But the 
anese: newspapers still miss out on 
any direct savings from automation— 
and many of the competitive advantages 
which their. American. counterparts are 
discovering it can create. 


New-style newshounds 
America’s Wall Street Journal automated 
primarily to expand its market rather than 
to. cut costs. As energy prices rose in the 
1970s, its managers realised that shipping 

_astream of electronic data across Ameri- 
ca’s wide-open spaces was. much cheaper 
than toting bundles of newspapers. And 
the speed of electronic transmission in- 
creases the speed with which a firm can 
deliver perishable news—and hence its 
saleability, 

The Wall Street Journal is now pro- 
duced at 17 regional printing centres 
spread throughout the United- States. 
News is gathered electronically from 
around the world, and stories are 







swapped back and forth with Asian and : 
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European editions. ‘Thanks in part to 
timelier distribution, the Wall Street Jour- 
nal’s circulation in the United States has 
increased from 1.4m in 1975 through 
1.8m in 1980 to 2min 1985. 

A variety of other publications are also 
printing regionally: including USA To- 
day, which is using the technology to sell 
a mass-market daily newspaper through- 
out America and Europe, and The Econ- 
omist, which prints in Singapore and the 
United States as well as London. But 
having made the jump to. transporting 
news in electronic form, publishers are 
now wondering if they can sell it that way 
too, 

Selling news electronically. appeals for 
two reasons. Although it is now more 
expensive than distributing the news on 
paper, it could become cheaper given a 
large enough market. Its immediate. ap- 
peal, however, lies largely. in reselling 
printed information. With. the news. al- 
ready in.electronic form, the marginal 
costs of such sales should be low and the 
room for profits high. But tapping those 
opportunities is trickier than publishers 
first thought. 


Money talk 

Most advanced in the electronic distribu- 
tion. of news today are the world’s two 
biggest financial news services: Reuters 
and. Dow Jones. Their clients. demand 
electronic news because financial markets 
move too quickly to wait for the stuff to 
print out. Both Reuters and Dow Jones 
have discovered that the economics of 
electronic news is quite different from the 
printed stuff. 

Readers of newspapers want a compre- 
hensive round-up of the day’s events. 
Viewers of electronic news services typi- 
cally do not want to be bothered by 
anything that does not immediately affect 
their job. For the news services. this 
presents the intriguing possibility of sell- 
ing less and less of their news for more 
and more money. 

Over the past few years the stream of 
news flowing through the Dow Jones wire 
service has been split into seven distinct 
products ranging from general financial 
news to coverage of trading on spot oil 
markets. Reuters has a different way of 
filtering its information. Its most popular 
service, the “FXFX” page, is an automati- 
cally updated listing of the best prices 
presently offered on commonly traded 
currencies—and who to call to buy at that 


Tice, 
j Both Reuters, which holds 80% of the 
financial-news market outside the United 
States, and Dow Jones, which holds a 
similar share within it, are looking for 
further specialisation. But this is not a 
game most publishers can play—particu- 


larly those hopiigi to re-sell existing news: 





















electronically. Their readers are mi 
browsers. 
America’s computer magazines ma’ 

the exception that proves the rule.. 
and Dr Dobb’s Journal are both ex 
menting. with computer. ‘‘conferencin, 
systems. Subscribers can call down. 
their computers the text of article 
published and unpublished—on_ topi 
like data encryption or computer gr: 
ics. And they can correspond .with tl 
authors and other interested “hack 
via-electronic mail. 
Initial interest has been high. But pu 
lishers worry that many subscribers. 
interest quickly. Some of the ‘st 
users, in fact, seem to be computer com 
panies and software developers. For- 
computer-makers, the conference: 
vide a.way of providing technical adv 
to software developers and of monitorin 
what the- ‘developers are up to. The 
ferences may yet prove to be a new f 
of technical “hot line” rather than a 
form of publishing, i 
For most publishers, however, on-li 
databases provide a more convenient. 
of adapting their product to the deman 
of the electronic market. The leader | 
is Mead Data Central, which, for $ 
time, will search through 175 publicat 
for all occurrences. of the word “aa 
vark”’—-or whatever else the inquir 
might, be interested in. Mead’s datab: 
turnover is now $155m a year, Bri 
Thorn EMI is trying to provide interna: 
tional competition with the World Re 
porter service. 
Publishers. get paid royalties each t 
their articles are accessed from the 
databases. In theory, this should be eas 
money; all the database should have to d 
to file the information. is to.read. th 
magazines’ computer tape. In fact, h 
ever, converting data from. the. ma; 
zines’. format. to that used by Mead D. 
Central proved complicated enough th 
for. several years McGraw Hill public 
tions were painstakingly te-typed in 
the database. by third-world typists. 
era of at oiectioaie news is still some: 
off. ; 








































































In 1948 Prudential Insurance in the Unit- 
ed States became one of the first compa- 
ever to order a computer—although 
later cancelled the deal when the price 
the UNIVAC was raised before delivery. 
ie appeal of the machine was productiv- 
Insurance, banking and stockbroking 
full of tedious, repetitive tasks which 
can be done much more quickly and 
efficiently by machines than people. 
‘Keeping track of insurance policies 
‘used to require banks of clerks. So did 
totting up daily bank balances and inves- 
tors’ shareholdings. All are now done by 
anks of machines instead. Once they got 
control of the records, computers inevita- 
bly also began doing more of the work of 
shifting money from place to place. It just 
did not make sense to have clerk A tell his 
machine to tell clerk B to tell his machine 
transfer funds when the two machines 
could be put in direct contact—particular- 
ly when delays meant lost interest or 
profits. 

Banks, for example, now shift money 
between each other via computer links. 
Although cheap and quick, the process is 
not always painless. In December, 1985, 
the Bank of New York lost about $5m 
when its computer broke down. Although 
the machine sold government securifies, 
it could neither deliver them nor collect 
the money owed to the oank. The bank 
had to borrow around $20 billion to pay 
the sellers. Although the problem -was 
rted out in 24 hours, it had to pay the 
interest out of its own pocket. 
Stockmarkets are looking at an even 
more adventurous step into automation: 
placing central trading floors with elec- 
tronic links. Foreign-exchange markets 
have long listed their prices on electronic 
screens. But commodity traders say they 
need the sound and fury of the pits to do 
their jobs and refuse to shift to electronic 
trading. Stockmarkets are now some- 
where in between. 

-In 1979; America’s National Associa- 
tion of Securities Dealers introduced NAS- 
DAQ—an electronic network which al- 
wed market makers to communicate 
prices to brokers whether they be on Wall 
reet or in’ Walla Walla.. All dealing, 
wever, was done by telephone. A few 
years later, NASDAQ took a step further 
by launching a system which automatical- 
ly filled small ordérs—most of them un- 
der 1,000 shares—at. the best market 
price. This leaves dealers free to haggle 
_ over bigger blocks of stock. : 































: NASDAQ’s. electronic system has done- 


Financial institutions: got- hooked on office automation p 
productivity and quick information: But they are now turning the machines to 
verything from market analysis to marketing 


two reasons: 


much to improve the image of over-the- 
counter trading, which was once looked 
upon as a disreputable sideshow to the 
principal exchanges. Stored prices make 
it easier for regulators to do their job. 
Some companies like MCI, Apple Com- 
puter and Tandem Computer have decid- 
ed not to graduate to the New York 
exchange because they. like NASDAQ’s 
high-tech style. But the market does have 
its critics who say that the prices on the 
screen are not always the same as those 
available over the telephone. 

The London Stock Exchange is taking a 
leaf from NASDAQ’s book. It plans to 
switch on a similar price-display system 
called SEAQ when the exchange is deregu- 
lated in October 1986. A year or so later, 
it expects to unveil a computerised system 
for executing small. orders that 
will make it cheaper to serve small inves- 
tors. Eventually, the London Stock Ex- 
change also hopes to eliminate share 
certificates with automation. --- 

Streamlining the way share transac- 
tions are settled is also a key consider- 
ation. In the 1960s a back-office backlog 
all but brought Wall Street to a halt: The 
Milan Stock Exchange, which has recent- 
ly seen an explosion in business, is suffer- 
ing from acute paper indigestion. Several 
British brokers have refused to trade on 
the Milan Exchange until the settlement 
backlog is sorted out. > 


Bigger and broader 

While the arguments continue over auto- 
mated trading and settlement, computers 
are more quietly influencing what is trad- 
ed and when it is done. American finan- 
cial markets have recently been a hot-bed 
















Booming 


Stock exchange turnover 
Volume of shares 
















samas New York Stock Exchange 
a NASDAQ 













‘Sources: NYSE: NASDAQ 




















































of product innovation. Only a fraction of 
the new creations could be traded profit- 
ably without computers. 

Mere humans could not cope with 

things like stock-index futures. These 
contracts, popular among big investment 
funds, reflect the value of the Standard & 
Poor’s 500 stock index or the Dow Jones 
index, Or mortgage-backed securities, in- 
struments that give an investor a stake in 
a package of mortgages. Or cash-manage- 
ment accounts, where people could not 
manage the trivia of administering loans, 
checking accounts and ‘shareholdings 
profitably. Machines can. The net effects 
of such innovations are-hard to disentan- 
gle from those of deregulation and the 
other changes transforming financial mar- 
kets. But the computers do seem to have 
encouraged several trends: 
© Market-broadening. Through new 
products, computers have led financial 
firms into new markets. “Mortgage: 
backed securities, for example, let mer- 
chant banks and stockbrokers. .deal in 
areas formerly reserved for savings and 
loan institutions. This inevitably leads t 
the creation of financial supermarkets as 
firms add new activities. 
© Higher volumes. Automated banking 
systems make it economic for even small 
firms to manage their cash aggressively. 
Higher volumes, in turn, allow lower 
commissions—creating a. virtuous circle 
for consumers. 
@ Volatility. In the short term at least, 
changing technology should increase the 
volatility of prices. First; because it en- 
courages quick reactions and, second, 
because the broadening of the customer 
base allows mob psychology to affect the 
course of prices. To keep up with events, 
the decision-makers are in turn looking 
increasingly to computers to help them. 


Programmed traders 

It is a relatively straightforward task to 
program a machine to watch for arbitrage 
opportunities between foreign currencies. 


‘Many firms are indeed substituting ma- 


chines for people in such jobs. Coping 






with the arbitrage and hedging opportuni- 
ties created by, for example, stock-index 
futures often requires more calculations, 
more quickly, than humans can keep up 
with. The traders need to rely on comput- 
ers to get their jobs done. 

Stockbrokers are secretive about the 
ways in which they are trying to get a 
trading edge from their computers—al- 
though all readily admit they are doing 
so. And Wall Street is now eagerly re- 
cruiting academic theoreticians to try to 
provide computers with more sophisticat- 
ed ways of predicting where the profits 
lie. But even the most computer-struck 
brokers do not see the machines diminish- 
ing the role of human traders. 

The mark of a good trader is to be able 
to predict how fellow traders will respond 
to a given piece of news. The mark of a 
od trader in future will be predicting 





cated the machine, it will need human 
intuition and ae to help understand 
news.created by himans, and to keep a 
step ahead of the competition. 

Salesmen, too, are recruiting comput- 
ers as assistants. EF Hutton and Merrill 
Lynch, America’s two biggest- retail 
stockbrokers, are. both installing termi- 
nals on all of their brokers’ desks which 
will. quote share prices, company. infor- 
mation and analysts’ recommendations. 

The. purpose is twofold. First, they 
hope to increase sales by offering a better 
service. Equally important, they hope to 
retain the loyalty of high-flying brokers 
by helping them to make more sales and, 
hence, earn more commission. But the 
financial. firms are far from alone in 
recruiting computers as salesmen. 


Another foot in the door 


Computers are joining the sales force. The machines are selling everything 
from shares to pesticides and holidays. But the computers’ pitch relies as 
much on the productivity-boosting services they provide as their ability to 


show off the virtues of the product 


British farmers who want to -know. the 
weather, crop prices or the best pesticide 
with which to treat their bug-bitten crops 


can now tap. their queries into videotext — 


terminals. provided by chemical-giant.and 
pesticide-maker Icl. American Hospital 
Supply is providing nurses with inven- 
tory-control computers. And two Ameri- 
can air-conditioner makers, Trane. and 
Carrier; provide engineers with comput- 
ers that—you guessed it—calculate a 
building’s air-conditioning needs. 

The machines have two sales-boosting 
les. Like a fast-talking salesman, they 
Ip the company get a foot—or a termi- 
nal—in the customer’s door. And, like a 
good marketing man, they help direct 
human, salesmen to the prospects most 
likely to buy their products. 

Selling through computers involves the 
most visible use of technology. By putting 
terminals on customers’ desks, companies 
can get a firmer grip on their customers 
and/or their distributors. By making. it 
easier for a customer to buy one’s. prod- 
uct, they help sell more of it.. The expense 
of creating computer-sales networks and 
training customers to use them creates a 
barrier to would-be market rivals. Al- 
though powerful in the short term, such 
advantages fade quickly. 

Over the long haul, computers best pay 
their way as marketing men. While most 
firms can survive without computer sales- 





men, automated marketeers often prove — 


ers speed companies’ response to. mar- 
_kets, the pace of change in the markets 


outspeeds mere people. 
In practice, the roles of salesmen and 


marketeer are often muddled, A “mar- 


keting” computer, for instance, can be 
much more efficient if the data it is to 
work on is. captured by “sales” terminals 
on customers’ desks. The experiences of 
the pioneers of computer-aided sales, the 
airlines, shows just how nimble compa- 
nies must be to make machines kee 

paying their way. : 


High-flyers 

Airlines. began. developing computerised 
reservation services to boost their own 
productivity in the early 1950s. In 1976, 
with deregulation just over the horizon, 
United Airlines offered to hook travel 
agents directly into its APOLLO system. 


indispensable. The machines are excel = 


_dent at sorting through mountains.of data 


to find niches of opportunity. As comput- 
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how traders and their computers. will 
respond to news. Ng matter how sophisti- 






































American Airlines quickly followed sui 
with its SABRE system and TWA -unveile 
the PARS reservation service. Within a- 
few years, nearly all the airlines were 
offering computerised reservation ser 
vices to their agents: ws 
Today, a decade later, over 90%. 
America’s 27,000 or so travel agents si 
scribe to a Computerised reservation ‘ 
vice. Those travel agents provide. ab 
two-thirds of the airlines’ business wit! 
the United States and about four-fifths of 
international flights. 
To get travel agents to use their system. 
the airlines had to show that their video 
screen would be more useful than others 
For most travel agents, “more useful’ 
translated into: “more listings”-—so. the 
systems offered. rivals’ flights too. Man 
airlines added hotel and car-rental reser. 
vation services, and linked those services 
into “back office” computers to automate 
the agent’s billing and accounts. . 
Subsidising travel agents’ office auto- 
mation was. not. cheap. But marketing 
studies showed that even a full-listiz 
computerised reservation service couk 
be.a powerful sales weapon. Around tw 
thirds of full-fare reservations came from 
the first screenful of listings that popped 
up on an agents’ terminal. Obviously, 
owning the system that provided. the da 
helped get flights on to that screen. _ 
American. Airlines—whose._ ticketi 
symbol is AA~—used to sing the praises 
alphabetical! flight listings. Other-airlin 
found different ways to bias their system 
Despite the mounting costs-of meeting 
the travel-agents’ escalating demands for 
computer service, nobody could. affo 
not to offer computerised reservation 
Once agents. were hooked on comput 
reservations, to ask them to go. back 
telephoning for seats was to commit cor 
petitive suicide. ae 
Many airlines breathed a sigh of relief 
when government regulators banned 
most. of the tricks airlines used to steer 
travel agents to. their flights. For woul 
be newcomers, the difficulties of getti. 
listed on a reservation service provided 
formidable barrier to. market entry. Fi 
airlines less ‘successful at competing 
computer skills than on their ability 
move passengers, the systems. were: ; 
alarming drain on resources. oy 
Over the long term, the regulato 
probably need not have bothered. Cor 
petitive pressure would: have gradually 
eliminated most of the bias anyway—just 
as it forced the airlines to broaden t 
range of their listings: But, in the me: 
time, the airlines with the biggest compu 
ers and most skilled data-processing staff 
would have been temporary. kings.of the 
castle. os. - 
The end of built-in bias forced-airliņ 
to think again about-computerised rese 







tions. What was the point of spending 
lots of money on computerised reserva- 


customers directly on to'your aeroplanes? 
-` The first answer that struck most air- 
lines was that—although worth less as 
salesmen—computers had quietly be- 
come invaluable marketeers. As competi- 
tion increased between airlines in the 
wake of deregulation, cut-price fares, 
frequent-flier incentives and other mar- 
keting gimmicks proliferated. Computers 
are crucial both to administer such mar- 
eting strategies, and to monitor their 
effectiveness. 
- Frequent-flier’ programmes could not 
be administered economically without 
computers. Nor could fares be adjusted 
on a daily basis, as most airlines now do. 
And airlines would find it difficult, if not 
impossible, to-get adequate profit mar- 
ins out of today’s lower fares without 
computers. One of airline computers’ 
most important jobs is “yield manage- 
ment”: that is, juggling available seats 
and fares for each flight so that cut-price 
avellers do not crowd-out full-fare ones 
and full-fare seats do not go empty for 
want of a cut-price passenger. 
For some airlines, like United and 
titish Airways, marketing advantage— 
d the sales advantage remaining to 
those who have their name on the agent’s 
terminal—justify running their systems 
more or less as they have always done. 
‘an Am, on the other hand, scrapped its 
‘system altogether. It reckons it is cheaper 
and more efficient to rent computer ser- 
vices from American Airlines. American 




























American Airlines’s task now is to create 





ut on to its system for people to reserve, 
more people will want to hook their 







tion systems which could no longer shove . 


virtuous circle. The more things it can | 


terminals into the SABRE service—and | 
pay around. $1 for each booking they - 
make there. The more people on the- 


a) BE E 
system, the more types of reservations 
and services it will bg economic to offer. 

So the 11,000 travel agents subscribing 
to SABRE are being gffered access to 18 
different reservation systems, including 
Club Méditerranée and Avis rental cars. 
And American Airlines is now talking to 
the British and West German railways 
and ferry services to try to expand its 
listings services worldwide. 

Mr Max Hopper, the computer hot- 
shot recruited by American Airlines to 
mastermind SABRE’s expansion, claims 
the number of travel agents subscribing to 
the system is growing by 1,000 a year, 
despite a 25% turnover. But the biggest 
tranche of new subscribers will come from 
efforts to reach out to businesses and 
individuals directly. 

American * Airlines is working with 
minicomputer makers DEC and Data 
General, among others, to build links to 
SABRE into their office-automation sys- 
tems. Through such links, a secretary 
could tap her boss’s reservations directly 
into SABRE. The travel agents, in turn, 
are kept more or less happy. by giving 
them a monopoly of ticket-writing. With 
5,500 offices using Data General’s CEO 
office-automation package, plus 4,000 or 
so more for DEC’s All-in-1, that isa lot of 
potential business for American Airlines. 


Fellow travellers 
Other firms’ experience with computers 
in the sales force parallels that of the 


airlines. Banks are finding that the best 


way to hook customers on their corre- 
spondent banking networks is to allow 
them to use the networks to reach other 
banks. Retailers are similarly discovering 
that the machines provide valuable mar- 
keting information as they keep track of 


Common cause 


















































inventories. aT . 

Italy's Benetton, for example, has 
linked its hundreds: of knitwear shops 
around the world into.a computer net- 
work which collects sales from each outlet 
daily. Inventories can thus be kept to a 
minimum, which provides substantial sav- 
ings. And trends in the volatile fashion 
industry can be identified as soon as they 
materialise. 

Japanese soap and. shampoo maker 
Kao is also reaping big savings from 
computerising its marketing. ‘Kao ‘sells 
over 500 different’ products through a 
network of 300,000 small retailers. Sup- 
plying those retailers requires 1,200 
trucks a day shuttling back and forth from 
about 120 warehouses. Kao has organised 
its computer system to boost efficiency on 
three fronts: distribution, stocks and 
sales. F 

Warehouses are linked via a data nei 
work to central computers: which keep 
track of stocks, sales and orders. The 
machines schedule trucks and vans to 
maximise loads both coming and going. 
Sales trends are analysed to help predict 
demand and further sales information is 
fed in daily from the electronic check-outs 
of big-city supermarkets. Inventories 
have been cut by over one third to just 
under one month’s supply. 

Now Kao is expanding the system to 
provide: sales and inventory. information 
on éach of its retailers: Salesmen can tap 
into that data before they make their 
regular ‘calls so they can know what to 
promote and what subjects to avoid. And 
Kao’s managers are already thinking up 
new ways to milk marketing information 
out of their computers. They spend Y5C 
billion ($250m) a year on information, sc 
they want to make the most out of it. 





Manufacturers are tying together sales automation with the robots anc 
intelligent machine tools they are putting on the shop floor. The result, they 
hope, will be companies that are cheaper to run and quicker to react to marke’ 


changes than today’s giants 


Boeing and General Motors are ap- 
proaching automation from opposite ends 
of the manufacturing spectrum. Boeing 
makes a few score of civilian aeroplanes a 
year, and sells them to even fewer cus- 
tomers. General Motors, by contrast, 
churns out thousands of cars for the mass 
market. Economies of scale give GM.by 
far the easier time of automation, but the 
two firms’ first steps towards automation 


to or. 
tablish 


standards that will define communicatior 
protocols based on Osi—and to enforce 
compatibility with those standards. 
Boeing’s standards, called TOP,’ cove: 
the white-collar world of the office; GM’: 
MAP covers the shop floor. MAP: seem: 
well on the way to establishing itself a 
the world’s shop-floor automation proto 
col. TOP, although enthusiastically re 
ceived, faces tougher competition fron 
the de facto standards established by 
among others, IBM. * K 
Standards are crucial to the integrate 
automated systems which both companie: 
‘hope will manage their affairs by: the enc 
of this century. To see why, and what sor 













"THE ECONOMIS 42 198 



















of things manufacturers are up to, trace 
how a GM car might well be bought and 
delivered in the 1990s. 
If a customer walking into a GM show- 
room. does not see exactly the car he 
wants, he will be able to call up from a 
computer a high-quality video image of 
his dream car. The same computer: will 
also allow him to test the cost of various 
options (for example, electric windows 
and leather upholstery). 

Should the customer like what he sees 
either on the showroom floor or on the 
screen, the salesmen can then arrange a 
deal through the computer. Through 

GM's financing arm, General Motors Ac- 
ceptance Corporation, the computer can 
do a credit check on the-customer. Wit 





out a computer, this can take two or three - l 
days; the computer could cut the time to _ h 


around half an hour. And it will, if the 
customer wishes, automatically arrange 
for his or her bank account to be electro: 
ically debited each month to pay GM: __ 

While the computer is  checki 
credit, it can also be tracking don 

livery time on the customer’ 








About half of Gm’s customers want cars _ 





that their dealers do not have in stock. 
The machine checks if another nearby 
dealer has such a car; if one isin factory 





factory: to make one specially. It then 


factory’s computer to order the car. 

. Ifthe order has had to go all the way 
back to the factory, the factory computer 
then has to schedule delivery of the parts 
needed to make the car. It-does so by 
talking to suppliers’ computers: The de- 
` ‘Sign specifications for those parts, in turn, 

_ may have been sent from GM’s design 
database directly into the customer’s 
computer-aided design centre. 









The same computer ‘system also han- a 
d chines can do that one forgets what peo- 


of his car. It handles parts 
orders: and inventories just as it does 
whole cars. And; 
computeri d test-bed, the local enginee 
could call on GM’s central pomipatert and 


















inventory; and how long it will take the — 


sends a message to the dealer’s or the 


- comes from the American magazine pub- 
“lisher; Time-Life. Time-Life wanted to 
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engineers to iii him diagnose any. 
probiems. 

Such a wholly integrated system is 
some way off, evgn for GM. The firm’s 


» main task now is ‘simply integrating its- 
computer centres: Each GM division oper- 


ated its own computer centres... These 
have to be melded in with five inherited 
from EDs—the firm GM first hired, then 
bought, to build its new computer sys- 
tems. When the job is complete in 1988, 
GM expects savings of 10%, or $175m, on 
computer-operating costs alone. 

GM is. experimenting with new ways of 
using its computers even as it -works.on 
the backbone of its system. An experi- 
mental programme for Buick dealers 
linked them into a videotext system with 
information about the costs of cars’ with 
various options, and their availability. 
Sales at the linked dealers rose by about 
one quarter. 

‘Would-be buyers of Boeing 747s, how- 
ever, are not so easily impressed. They 
already use banks of computers to help 
design the aeroplane to their specifica- 
tion. For Boeing, much of the potential 
saving of automation lies in the manage- 
ment of manufacturing. It already uses 






` computers that can help create engineer- 
drawings of a part and then translate- 























production line. So Boeing is working 
hard on artificial intelligence techniques 
that will enable its computers to get a 
handle on aeroplane manufacture. Spe- 
cifically, its priorities are: 
© Expert systems. The software enables 
the computers to diagnose, say, mechani- 
cal problems by reasoning from rules 
taught to them by a human-expert. 

© Machine learning. Such techniques 
low the machines to adjust to the idiosyn- 
cracies of each aeroplane. 
@ Planning. Being able to organise work 















towards stated goals i is obviously 





hose drawings into instructions for ma- fe 


“savings come from 


“linking manufacturing and design togeth-. 


with management systems. 

To achieve such linkages economically, 
owever, Boeing must first rethink the 
ay it organises its manufacturing. The 
any’s engineers are now trying to 
ide the quarter of a million or so parts 
ch go into each aeroplane into “fam- 
*; which can be produced on similar 


e machinery with similar techniques. Or- 


ganising automated production around 
such families gives Boeing a chance to tap 
economies of scale. 

Grasping that chance, however, is far 
more complicated than managing a car 


Beyond logic 


Old-fashioned human virtues are still the key to success in automation 


Automation is deceptive. Computers can 


-speed failure as seemingly effortlessly as 


they do success. And, if nothing else, 
failing with high technology is a lot more 
expensive than doing it with old-style 
human power. The mistake underlying 
many automated disasters, however, is 
becoming so entranced with what man- 


le want. 
Two cautionary tales show some of the 
imitations of automation. The first 









plane construction and maintenance. Itis 


also difficult to teach computers to do. No 
blk 







complete solution to th 
to automate planning yet exists. 
To integrate such complex automat 
hnologies into the firm, Boeing giv 
selected employees from all parts. of the 
he opportunity to wor 
the artificial-intelligence researchers for a 











‘year at.a time. The ‘researchers: le: 


about the real world of making aer 
planes, and the employees learn about 
computers and artificial intelligence. ‘The 
programme is massively over-subscri 
Boeing’s employees, at least, cannot 

for tomorrow’s world to arrive. 





















cash in on the cable television boom: 
the late 1970s with a magazine that woul 
give daily listings of shows on about 2 















Technology made it possible (barely 
edit and distribute a weekly magazin 
with hundreds of editions. 











automation. He has had a long-st 
bet of $10,000 that no computer w 
at chess. While it seem 
Mr Levi, or a successor, will some day 
lose, his style of play against the machines 
structive. Computers, he has shown, 
an be thrown off their game by unpre- 
stable play (well, at least by unpredict- 
ay of Mr Levi's standard). 
‘omplete predictability is both a com- 
uter’s greatest strength and its greatest 
weakness. One does not, afterall, want 
excitement and variety in the addition of 
one’s bank balance. But equally nobody 
should expect adding machines to invigo- 
rate a lacklustre business. 

Where automation has proved most 
successful is-where it is used to meet 
human needs: be they better cash man- 
agement or faster airline-seat reserva- 

ons or more timely news. The machines 

can neither create those needs nor identi- 

fy them. What they. can do is to provide 
leverage for people who can. 

Vigorous expansion by automated in- 
dustries is creating more and higher-paid 
jobs than are lost when clerks’ routine 


-On the rise 


US employment in: 


insurance 


Newspaper printing 


on. ee 





Source: US Department of Labour; ACLI 


jobs are turned over to computers. Two 
of the most highly automated industries in 
America—insurance and newspapers and 
publishing—have. shown steady rises. in 
employment since the 1960s (see chart). 
Short-sighted European unions. all too 
often: forget such long-term increases in 
employment in the fight to protect the 


1 jobs of today’s clerks. ae 
automated indus- 


gy is in fact helping to 

-oriented. firms. With 

routine work increasingly done by com- 
puters, competitive edge increasingly 
comes from human flair and insight. 
Keeping creative managets happy. and 
loyal is becoming. more important than 
keeping troops of clerks marching in step. 

The real challenge of automation is 
mastering the complexity of the world it 
creates. Trading stock-index futures is a 
more abstruse pastime than picking hot 
stocks. Managing an airline in today’s 
world of quick-changing fares and promo- 
tions is.a far cry from the old days when 
one could make a living just flying passen- 
gers from point A to point B. 

Mastering such complexity requires in- 
creasingly large doses of education to be 
mixed with the instincts and skills needed 
for business success. Education will be 
the next century’s most important service 
industry, its costs covered by the power 
given to trained minds by the machines 
they use and create. Without such invest- 
ments in people, machines will be wasted. 








You have a rather large pile of 
papers on your desk. It’s a major 
presentation—handwritten notes, 
bar graphs, charts and typed pages. 
It must be organised, typeset with 
graphics including colour charts, 
duplicated (about 100 copies would 
do nicely), bound between gold- 
blocked covers and returned to your 
desk in 12 hours. Added to that, you 
need 50 bound copies delivered in 
New York simultaneously. All that 
remains is finding someone who can 
do the impossible—deliver the job. 

You're in luck. We can offer 
you speed, flexibility and total 
confidentiality. 

In fact, if you're plagued with 
any number of paperwork problems, 
we're here to help. We have the 
latest black & white and colour 
copying and duplicating equip- 
ment guaranteed to deliver as many 
copies of anything you want when- 


ever it is needed, 24 hours a day. Our 


P PANDICK (UK) LTD. 





word-processing capabilities allow 
us to work with any major system. 
We can opticallgscan text and statis- 
tical material ang telecommunicate 
paper to and from your office at 
hundreds of pages an hour. With the 
latest magnetic media conversion 
hard- and software, we can provide 
compatibility between incompatible 
systems, disc to disc or via tele- 
communications. 

Our Office Support Services 
allow you the cost-efficient luxury of 
taking any copying/duplicating prob- 
lem and dumping it in our lap, on 














INTRODUCING 


your premises. And our Office 
System Consulting programme 
offers advice on new developments 
in the marketplace and recommen- 
dations on whether or not they can 
be useful to you. 

If you've got the kind of paper- — 
work problems our kind of expertise 
can solve, send us the coupon or 
call our sales director, Brian Reed. 
We can handle it. 


Please provide me with full details on how you 
can give me a grip on my paperwork. 






Name. 
Position, 
Company Name. 











Address. 
ner OSTEO. 
Tel. No. 

Type of Business 











BIOL 
Please send to the attention of Brian Reed. 


Lloyds Chambers, 1 Portsoken Street, London E1 8RD Telephone: 01-481 0904 


Pandick (UK) Limited is a Subsidiary of Pandick, inc. 


Additional sales offices, satellite plants and affiliates in major cities worldwide. 














Why an; ambitious 

- young woman from Georgia 
went to Hawaii 

to change her mind. 


And why Fujitsu, the computer and 
communications giant, helped her do it. 


Melody George is an ambitious young 
business graduate from Atlanta, Georgia who 
is in Hawaii at a special school — a school 
that’s teaching her how to change her mind. 

Her mind is a Western mind, and she has 
to change it, because if she doesn’t, she'll 
never be able to do what she wants to do. 


Communicate 
with the East 


What she wants to do is communicate 
with the East; she wants to do business there. 
That's why she went to JAIMS. 

JAIMS is the Japan-America Institute of 
Management Science. Located in Hawaii, it is 
a private, non-profit institute that teaches 
Western management trainees how to think 
and function in the Eastern way, and Eastern 
trainees how to think and function in the way 
of the West. 

And after teaching them, JAIMS sends 
them to corporations in the cultures they have 
studied to do management internships. 


Brainchild 
of Fujitsu 
JAIMS is the brainchild of Fujitsu; we 


conceived and created the school fourteen 
years ago. 


es 
FUJITSU 


The global computer & communications company. 






And we sponsor it, and keep it going. 

Why do we do it? And who are we? 

We are the number one computer maker 
in Japan. We are also a world leader in 
telecommunications technology. 

We are a multinational company with 
operations in more than 100 countries, and a 
strong commitment to helping establish better 

communications in the world. 
Especially between the East 
. and the West. 






The Hawaii campus of the Japan-America Institute of 
Management Science, which was founded by Fujitsu. 
Enrollment is open to all nationalities; scholarships are 
available. For information contact: JAIMS, 6660 Hawaii 
Kai Drive, Honolulu, Hi 96825, U.S.A. (808) 395-2314, 





BUSINESS THIS WEEK 


Not a Wall Street crash, but New 

- York and London saw the biggest 
ever one-day falls in share prices— 
interms of points. Gold responded 


| by jumping $5 to $350 an ounce. 


America's Supreme Court said part 
of the budget-cutting Gramm- 
Rudman law was unconstitutional. 
_ Congress must now reaffirm the 
: $11.7 billion cuts made in March. 


| Banco Itau became the first 
Brazilian oa to raise money ($50m) 
ini international capit rkets since 


whe promgliy ronigned. 
The European Court of Human 


Rights rejected British-shareholder 


claims that the Labour government 
had paid too little compensation for 


nationalising shipbuilding and 


aerospace companies in 1977. 


Scientific American spurned a 
cluster of suitors, preferring instead 


an offer of $52.6m from West 


German publishing firm 


Verlagsgruppe Georg von 
Holtzbrinck. 


North Sea Brent oil price 


oe price par ba 


to block New Zealand exporte of 
butter and lamb to the EEC. 


Russia’ 's deputy foreign trade 
-minister said Russian companies 
| may soon be allowed to make joint 
< t ventures with western companies. 


_ The Eec Commission gave ten 

~ European airlines two months to 
end their price-rigging practices on 
European routes. 


. New York’s insider trading scandal 


’-resurfaced.as main offender Dennis: 


_ | Levine pointed a finger at a Goldman r 


Sachs vice-president David Brown, 


Oit plunged below $10 a barrel. 


America considered buying 250m 


barrels on the cheap to bring the. =- 
strategic petroleum reserve up to its 


750m capacity. 


After éiectofal victory, Japan's prime 


minister, Yasuhiro Nakasone, asked 
for new proposals to stimulate 
economic growth, using both private 
sector and government funds, 


Egyptian Refaat el-Sayed said 
mistreatment by Sweden’s business. 
establishment was forcing him to sell: 


-his 78% stake in antibiotics firm 


Fermenta to Italy’s Montedison. 


The Financial Times is to go high- 
tech. It will build a new printing plant. 
in East London and begin direct- 
inputting | journalists’ stories by 1988. 


The World Bank's Development 
slammed Europe's and 
's attempts to protect 
farmers from world markets, and said 


iI third world agriculture, isa mess. 


| A Zimbabwe minister was rude about 
| America's South Africa policy, so 
| America shelved $9m of aid 
: aeons with Zimbabwe. 


artered was complicated by the: 


intervention of Tan Sri Khoo Teck 
_ Puat, from Malaysia, who: bought. 


5.03% of Standard. - 


Economic and financial Indicators 
are on pages 97-98. 


+26 The British publisher will value improved returns when it paysup 
on anticipated redundancy costs a technology... 


Steel came at last, 
Freewheel 


and new 


veal neater the trot ima i ton aa 


"Ss maker of calculators sold more word oan 
eee ane ones 


aba es Aledo, yan: 


The British television, or ERIE FO 


from incteased 


+26 Mr Gerald Ronson’s property. commerce and financial services 
firm did best in America. 


The Japanese electronics 
Se niin In sales al Fate at Sera ae 
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America and Japan stack the 
chips against their customers 


One way or another, the trade skirmishes 
between Japan and America over micro- 
chips. are ending. By the end of. this 
month, America’s Commerce Depart- 






dumping duties it has assessed on Japa- 
nese semiconductors. Japanese and 


American negotiators are now preparing _ 


fora meeting in Washington that will 
attempt to replace duties with a negotiat- 
ed settlement. 

Pressure is building on the J apanese to 


agree to a deal. The strong yen is thwart- 


ing the efforts of Japanese chip makers to 
turn their growing share of the American 
chip market into growing. profits. Anti- 
dumping duties would make their life still 
more difficult. , 

At the same time, South Korean chip 
maākers--backed by government- subsi- 
dies—-are gearing up to increase their 
share of the American market. at- the 
expense. of Japanese and local. producers. 
The Japanese are determined at. least to 

“retain their share of the American mar- 


ket. With its elections out of the way, the - 


Japanese .government.:is less worried 
bout the political embarrassment a chip 
deal might cause. Talks. will resume on 
July 14th in Washington, with the Ameri- 
cans anxious to conclude a deal no later 
than July 26th. 

The two main prongs of the agreement 
under. discussion will be a near doubling 
of American chip makers’ share of the 
Japanese market (from 10.4% to 20%. by 






“|. World semiconductor microchip-sales 





Porn Forecaste memmen, 








Total 
ot which: 


ment must impose, or drop, the: anti- 


_| Hitachi* 


NEW YORK AND TOKYO. 


value) over the next five years; and a 
system for monitoring Japanese semicon- 
ductor prices globally by Japan’s Ministry 
of International Trade and Industry 


(miti). But. many issues remain to be 
-resolved before such a deal can be struck. 
-Japanese chip makers fear that MITI 
may succumb to the temptation to. make 
them sacrificial lambs on the altar of 
Japanese car and steel exporters. They 
. also-see a risk that their detailed reports. 
-on their costs to MITI might lead to a leak 
of proprietary information to American 
semiconductor manufacturers—especial- — 
ly-on how Japanese microchip: makers i 
Japanese semiconductor companies mi 
-even more of their manufacturin 
~ America. Fujitsu has announced:it is 
build a plant for semi-customised chip 
Oregon. NEC has a plant in. Rosevi 


manage to get high yields from their 
integrated production lines. 

At the negotiating table, however, the 
arguments look likely to centre on: 


@ How to evaluate the true cost of any 
particular microchip. Japanese semicon- 


ductor suppliers are divisions of bigger 
electrical groups. Allocating overheads 
and transfer pricing will be thorny issues. 


Glumly, the Japanese expect the Ameri- 


cans to insist that chip prices be calculated 
asif the. products were being manufac- 
tured: in the United States—ie, more 


expensively and without the chance of- 


any hidden cross-subsidies. 

@ Whether to include production or as- 
sembly in third countries in the agree- 
ment.. The Americans clearly intend to 
block Japanese chip exports to the United 
States via Japanese assembly plants in 
South-East Asia. 


64k RAMS 


Qm 2 


“Mitsubishi Electric and Oki. Yet if M 
does not fix a price in Japan, the Am 
_ cans say their companies will not be abl 
to get their 20% share of the Japan 
market except.at a loss. 


‘America but charge higher price: 


@ How to “guarantee” American pro: 
ducers the increased share of the Ja 
nese market that MITI has agreed to giv 
them. This could mean letting the Ameri 
cans grab more of the market for fanc 
and highly profitable microprocess¢ 
An alternative the Japanese are looki 
at is to plug cheap American chips ini 
Japanese equipment which is to be. 
ported back to the United States. 
@ Whether MITI will fix the price of ch 
in Japan. Astonishing though it seem: 
the American Commerce Departmen 
and American .industry lobbyists wan 
this to happen. It would horrify Japa 
big six: Toshiba, Hitachi,.NEC, Fuji 












































“In the long term, either a-deal or 
dumping duties on chips is likely to. 


California.. Hitachi is building on 
Irving in. Texas; and already has an as 
sembly plant in Dallas. Toshiba intend 
turn its assembly plant in Sunnyva 
California, into a fully-integrated pl 
Mitsubishi Electric has similar plans. _ 

All the same,. the. deal under consid 
ation is unlikely to: hurt Japan’s microc 
makers as muchas they ‘claim. 
voluntary restraints on. car export 
America are any guide, a likely res 
that the Japanese will sell fewer chi 


them. America’s microchip makers wo 
also profit from such a deal on chi 
big losers will be the American « cus 


Monthly production:by Japan's six big microchip: makers (estimates of current tevels) Total 
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who are charged the higher prices. 

Dataquest, a market research outfit in 
San Jose, California, estimates the in- 
crease in share of the Japanese market 
that the American negotiators are de- 
manding could be worth an additional 
$6.2 billion to American chip makers over 
the next five years. It predicts that the 
Japanese semiconductor market will be 
worth about $26.8 billion in 1991, com- 
pared with $8.2 billion in 1985. At 20% of 
this market, American chip sales to Japan 
could reach $5.4 billion in 1991, com- 
pared with $784m last year. 


BL 
Fetch, Rover 


The last time Britain’s state-owned car- 
maker changed its name, from British 
Leyland to BL, it had something to hide: 
namely, big losses. This time, though still 
loss-making, the company reckons it will 
soon have something to crow about. It is 
no coincidence that Rover should be both 
the group’s new name and the marque 
under which it has launched its new 
executive car, the Rover 800-series. The 
fortunes of one depend largely on the 
other. 

Rover Group, as the company is now 
called, hopes that the 800-series will give 
it a lucrative share of the $40 billion-a- 
year market for executive cars (see box). 
Built in partnership with Honda of Japan, 
the new car goes on sale in Britain on July 
lith and will be sold later this year in 
America as the Sterling. Rover’s new 
production line at Cowley in Oxford will 
also build the new Honda Legend, which 
has the same chassis as the Rover 800. 








Rover's hopes on the test rig 
54 


It’s quality, not price 


Britain’s Rover will have to put its foot 
to the floor if it is to catch up with its 
rivals in the executive-car market. An 
executive car usually has four seats, an 
engine capacity of at least 2-litres and a 
price tag of $20,000 or more. 

This year, an estimated 2.3m of such 
cars will be sold in Europe and America. 
Of these, Daimler-Benz is likely to sell 
around 19.6%—worth more than $10 
billion in sales. It is a lead the West 
German maker of Mercedes-Benz cars 
guards jealously. In second place, but 
well ahead of the other volume produc- 
ers, is General Motors, the American 
giant. GM owes its position largely to 
American sales of its Cadillac cars. Ford, 
in fourth place, would probably do bet- 
ter if more yuppies in the United States 
bought Lincolns instead of sporty 
BMWs—which take third place. 


Rover needs a boost. Mr Graham Day, 
the Canadian who has taken over as the 
group’s new chairman, and who was until 
May chairman of state-owned British 
Shipbuilders, said at Rover’s annual 
meeting on July 7th that the company’s 
losses for the six months to June 30th 
were a lot worse than the £44.8m ($68m) 
loss a year earlier. 

Not only is the group’s Leyland Trucks 
subsidiary losing money, as are most 
manufacturers of small lorries in Europe, 
but in Britain the company’s Austin 
Rover car division is being bruised in a 
price war among the volume carmakers. 
The uncertainty over the company’s fu- 
ture ownership, intensified by the talks 
the British government opened and then 


Though European imports account for 
a growing share of the American market, 
it is on their own side of the Atlantic that 
European motor manufacturers sell 
most of the executive cars they make (an 
estimated 1.24m in 1986). Until recently, 
a high dollar and bumper American sales 
caused manufacturers, particularly spe- 
cialist ones, to concentrate on exports to 
the United States at the expense of 
European sales. No longer. 

Skinny margins on cheaper cars are 
forcing volume manufacturers to climb 
up-market for more profit. A few years 
ago the Rover 800-series would have 
been competing against barely a dozen 
European models; now there are half as 
many again. This is increasing competi- 
tion just as sales of executive cars, com- 
pared with other sectors of the market, 
are beginning to level off. 





closed with America’s Ford and General 
Motors, has scared away customers wor- 
ried about after-sales service. Rover’s 
share of the market for new cars in 
Britain during the six months to June 30th 
declined from just over 18% to 164%, its 
lowest level for years. 

It is little consolation to Mr Day that 
sales of the company’s middle-range 
Montego and Maestro cars, and of the 
popular Metro, are beginning to pick up 
in the rest of Europe. Because of overca- 
pacity in Europe, carmakers’ margins are 
becoming thinner. So the Rover Group’s 
carmaking division is likely to lose more 
in 1986 than the £6m it lost in 1985— 
which means that Rover Group’s consoli- 
dated operating loss looks certain to ex- 
ceed last year’s £39.5m by a substantial 
amount. 

Only part of this deficit can be made up 
from the proceeds of the share placing in 
the autumn of 70% of Unipart, the profit- 
able car-parts subsidiary, which the gov- 
ernment wants Mr Day to sell. With luck, 
Unipart should raise about £40m; a bit 
less could come from the forthcoming sale 
of Leyland Bus. But, with an accumulat- 
ed deficit of £1.8 billion and new models 
to develop in partnership with Honda, 
Rover needs a lot more working capital 


„than these sales would provide. Hence Mr 


Day’s hints on July 7th that it may need to 
dip its hand in the government’s pocket— 
yet again. 

Though it has said Rover must now pay 
its own way, the government may find a 
request for more money hard to refuse. 
Mr Day accepted the top job at BL on the 
understanding that, by the time he took 
over, the company’s loss-making trucks 
division would have been sold off. Gener- 
al Motors had said it would buy Leyland 
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The European Commission has wide powers under the T 
com 


member states distorting 


Featherbedding for Europe’s industry 


of Rome to 


when they give aid to their 


domestic industries. Mr Peter Sutherland, the commissioner in charge of 
competition policy, swears he intends to use them 


Since state aid comes in many forms and 

“industry” is hard to define, nobody is 

sure how much is dished out by the 

European Community's member states. 

One study, by the University of Nancy, 

the figure at 34 billion ecus ($37 
illion) in 1981 alone. 

Mr Sutherland has ordered an inven- 
tory of state aid in the 12 EEC countries 
by the end of this year. His officials are 
already having difficulty assessing the 
value of subsidised credits, loan and 

“export guarantees, equity participation 
by governments, tax write-offs and the 
like. There are big differences, too, 
between amounts planned and actually 
spent. Comparing French apples and 
Spanish oranges is going to tax all the 
experts in Brussels-speak. 

Under the Rome treaty, member 
states are supposed to report to the 
Commission any extra featherbedding 
they give their arthritic industries. In the 
four years 1981-84, the number of notifi- 

cations (more than 500) was double that 
in 1977-80. Officials say their monitoring 
may have got better, but governments 
had certainly been giving more hand- 
outs. The number of notifications in 1985 
fell back to 133 from 162 the previous 
year. The Commission claims credit for 
this. It says the stricter scrutiny being 
imposed has helped persuade govern- 
ments to give aid more judiciously. 

But most member-states still break or 
bend the rules—either by not informing 
the Commission of certain aid pro- 
grammes or by doling out aid first and 
asking Brussels for permission after- 
wards. France is a main offender in both 
these respects. 

The Commission itself has sometimes 
been accused of bending or changing the 


if ae 






rules under pressure from governments, 
especially those of bigger EEC countries. 
Two weeks before the parliamentary 
elections in France last March, it sudden- 


ly cleared a FFr1.36 billion ($191m) aid ` 


pane for a paper maker, Chapelle 
arblay of Rouen, which it had been 
blocking for months. 

The state-aids division in Brussels, 
manned by 30 bureaucrats, complains 
that it is under-staffed. Nonetheless, 38 
cases—ranging from grants for restruc- 
turing Italy’s aluminium industry to aid 
for France’s semiconductor businesses— 
were referred last year for detailed inves- 
tigation. Many of the grants scrutinised 
were subsequently altered. Nowadays, 
more than a third of all aid proposed by 
individual governments is not imple- 
mented as originally planned. 


Steel, cloth and ships 

Some kinds of aid still get a “block 
exemption” from investigation. Steel 
used to be exempt. But since the end of 
1985, nearly all aid to the Community’s 
steel industry has been prohibited. The 
few exceptions include government aid 
for steel companies to comply with laws 
to make the air and water less dirty. 

The Commission says that aid for 
restructuring Europe’s textile industry is 
now forbidden. In 1985, it turned down 
aid pro by both Britain and France 
for schemes that were supposed to boost 
productivity in their clothing and shoe 
industries. 

At present, aid to shipbuilding is still 
exempt from the treaty’s competition 
rules, because of the supposed need for 
the industry to “restructure”. So Britain 
will be allowed to dole out grants to 
cover the 3,500 redundancies announced 
in May at British Shipbuilders. But ship- 
building’s exemption is up for renegotia- 
tion at the end of this year. The Commis- 
sion wants to see many kinds of aid to the 
industry blocked. It thinks aid should be 
concentrated on helping European ship- 
builders to move into making smaller, 
specialised vessels—rather than to try to 
build big container ships in competition 
with Japan and South Korea. 

The Commission is also drawing a 
tighter line on research and development 
grants. It thinks too much aid for R&D 
goes to big companies which use it to pay 
for research they would do anyway. Aid 
for pure scientific research is freely per- 
mitted. So is aid to academic institutions. 
Aid for basic industrial research is nor- 
mally permitted up to 50% of the cost 
(60% for those promoting small enter- 
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prises). But the Commission frowns on 
money for research if it is merely to 
replace resources that could be supplied 
by the marketplace itself. A West Ger- 
man scheme designed to underwrite a 
portion of the salaries of the existing R&D 
staff in small companies was quashed. 
Although regional aid is seen as seri- 
ously distorting competition, the com- 
mission’s brief permits it in supposedly 
deserving places—eg, to much of Ire- 
land, Greece, Spain and Portugal as well 
as southern Italy, north-eastern France 
and northern Britain. To prevent squab- 
bling, the Commission has established 
rules that link aid to a region’s unem- 
ployment rate and sometimes its GNP: 
regions with twice the European unem- 
ployment rate are eligible for investment 


EEC unemployment rates % of labour force 
o% 5 10 5 


20 


w cua el 
Lxembows Fy Source: OECD 
aid of up to 75% of the capital needed. 
Aid that fails to meet these conditions 
can be blocked—as was that to the West 
German areas around Alfeld, Holzmin- 
den-Hoxter and Itzehoe in 1985. 

The main emphasis of the policy on 
aid in the EEC is supposed to be job 
creation, rather than job support. In 
Britain, regional development grants are 
usually considered acceptable if they 
amount to no more than 15% of the 
capital cost of an investment. This can be 
increased to £3,000 for every job creat- 
ed, provided total aid stays below 40% 
of the capital cost. 

One dodge the civil servants in Brus- 
sels are keen to quash is the use of 
regional aid to conceal support to pro- 
hibited sectors—eg, textiles. With 20m 
new jobs needed within the community 
before the century is out, Mr Sutherland 
is keen to dissuade member states from 
rescuing bankrupt businesses at the ex- 
pense of technologies for tomorrow, 
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record high” 


R w Rowland, Chief Executive 


Itis with plédooreth that I am able to 
present the half year figures with an increase 
in profit before tax to over £71 million and 

- profit attributable to shareholders ¿ ata 
record high. 


Profit attributable to shareholders al at 
£34.7 million is up by 20% compared with 
-last year and earnings per share have risen: 





by 18%. The second interim dividend has : 


effectively been increased by 10%, asa 


dividend of 4.00 pence per share has been ? ; 
-further strengthened their position by 

__ Making them the second largest distributor 

-of Scotch whisky in the United Kingdom. 


maintained on the increased share ‘capital 
following the 1 for 10 capitalisation i issue. 


Our African companies have traded very — 


well during the last six months. Companies 
operating in some of these areas have been 


__ affected by adverse exchange rate 


movements, and the result has been to 
reduce profit when reported in sterling. The 
“substantial profit improvement in our U.K. 
activities has had a beneficial effect on our 
results, thereby enabling us to report an 
overall increase in both profit before tax and 
profit attributable to shareholders. 


Our hotel interests in the United Kingdom 


have performed well, but the results of 








Princess Pioporiad International have been 


affected by the decline in the U.S. dollar and 
-a short term reduction in the popularity of 


Mexico as a holiday location following the 


earth tremors. The opening of our new _ 


casino in Queensway, London proceeded 


- successfully, and this casino is a fine 
-addition to our prestige gaming activities. 


Production at our mining operations has 


- increased, as compared with last year. 


The acquisition of ten Scotch whisky 


brands, including the famous Haig brand,, 


by our subsidiary, Whyte & Mackay, has. 


The Group's printing and publishing . 
operations have reported a marked increase 
in profitability, which is a very pleasing 





` result in these highly competitive markets. : 


I am confident that the Group's pattern of 
consistent growth will be maintained funing 
the rest of 1986. 


: 3 July 1986 








“The unaudited reslis of the Lonrho Group of Companies: 
in respect of the six months ended 31 March 1986 are as follows: — 






Turnover 


Bras 


1,266.0 


6 months 


6 months 
` to 31 March to 31 March 
S 1986 ; 1985 
£m £m 















Minority interests _ 
‘Profit attributable to : 
shareholders 
before extraordinary = 
„items 





Earnings per share | 


esr 
‘The Gronh s shareof the turnover of issodaiës for 
the six months ended 31 March 1986 was £277.7m 


-£328.8m) and is excluded from the above. — 


before tax includes profits from associates of 
(1985--£16.6m).. 

Tax char e; because of the incidence of accelerated 

capital alowances the tax charge provided at the 
© half year can only be estimated. 
Earnings per share have been adjusted for the 
- pitalisation issue on 25 April 1986. 
j; | Extraordinary profits £4.9m (1985—£47.4m). 





(equivalent to 1.4286p per share including the related 













- Dividend 


The Board has declared a sod int 2 





per share including the related tax c 
on 1 October 1986 to shareholders on egi , 
29 August 1986. This dividend is in addition to the first 
interim dividend of 1.00p (1985—1.00p) per share 










tax credit) declared on 30 January 1986 and paid on 
4 April 1986. The cost of the first and second interim 
dividends amounts to £15.0m (1985—£13.4m). 





_ LONRHO Plc, CHEAPSIDE HOUSE, 138 CHEAPSIDE, LONDON EC2V 6BL 
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Trucks if it could also have BL’s profitable 
_ Land Rover subsidiary. For many of the 
government’s supporters in parliament, 
this proved too much to swallow. The 
deal was called off. So, for roughly the 
_ Same reasons, was the proposed purchase 
__ by Ford of the Austin Rover carmaking 
on. 

This leaves Mr Day with an unexpected 
_ headache. What he does to get rid of it 

_ will be decided after an “operations au- 

_ dit”, due to be completed by the end of 

_ July. Meanwhile, Mr Day has split Rover 
Group into three main divisions: Austin 
_ Rover, the volume carmaker; Leyland 
Trucks; and Land Rover, which also 
makes the popular Range Rover and 
Sherpa van. With the departure of Mr 
David Andrews, the executive director of 
=the commercial-vehicles division, and of 

= Mr Ray Horrocks, executive director of 
_ the car division, Mr Day is the group's 
_ only executive director. 

His best hope of putting Rover Group 
= back on the road to profits lies with the 
new Rover 800. Priced in Britain at 
_ between £11,820 and just under £19,000 
_ for the top-range 825i model, it is aimed 
= squarely at the executive-car market. 
_ Around 1,500 of the cars will go on sale in 
Britain on July 11th through some 800 
_ dealers. Why so few cars? Partly because, 

in an effort to overcome its reputation for 

shoddy workmanship, the company says 

it has deliberately restricted the number 

of cars built; partly because, for once, it 
= would like a Cowley-made car to be sold 
= ata premium price. 
= Apipedream? Not, it seems, to the 140 
or so dealers who, starting in November, 
_ will begin to sell the car in America. 
~ Austin Rover Cars of North America, the 
= company’s marketing joint-venture in the 
United States, says it has already received 
_ orders for around 30,000 Sterlings. Even 
~ _if only half of those are sold, Rover will 
-~ get more than £150m in cash—the cost of 
_ building the new engine and assembly 
_ lines in Longbridge and Cowley. As Jag- 
war, a one-time BL subsidiary did before 
__ it, Rover must be hoping that the value of 
_ Sterling goes down against the dollar, so 
that the value of each Sterling car sold in 
_ America goes up. 

"| 
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_ Flags of convenience 


; Aflutter 


__ Shipowners are discovering a new way to 
cut manning and maintenance costs while 
$ _ Sailing under their national flag. The trick 

__ is to switch the registration of their ships 
__ to offshore places under the sovereignty 
N of their country. British shipowners are 
3 defecting to the lowly-taxed Isle of Man; 
-French ones to the Kerguelen Islands, a 
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ARE 
Off to Spitzbergen 


collection of rocks in the Antarctic; and, 
if the establishment of an international 


Tegister in the North Sea gets the go- 


ahead next year, Norwegian ones will be 
going to the island of Spitzbergen. 

These flags-within-flags have one thing 
in common: they allow shipowners to 
dodge the expensive manning arrange- 
ments won by the seamen’s unions. A 
bulk carrier of, say, 140,000 tonnes 
(deadweight) would cost around $4,000 a 
day to crew with French nationals. Regis- 
ter it in the Kerguelen Islands and the 
average daily bill is halved. This is mainly 
because, under the rules laid down by the 
French government, up to 75% of the 
crew of a Kerguelen-registered vessel 
may be foreigners; only the remaining 
25% (including at least four officers) need 
to be expensive French nationals, 

British shipowners have as much rea- 
son to go offshore. The General Council 
of British Shipping, the owners’ lobby, 
reckons that, at the end of 1985, a trading 
vessel of 10,000 gross tons cost about 
$962,000 a year to crew with British 
nationals. Transfer the ship to a Far East 
register (eg, Hongkong) with an Asian 
crew and the cost comes out at about 
$541,000—the difference for some, dur- 
ing a recession in bulk shipping, between 
staying in and going out of business. 

The Isle of Man is proving an attractive 
alternative. As with Hongkong and Ber- 
muda, ships registered there can fly the 
red ensign, the British merchant flag. The 
scheme started in 1983 and the Isle of 
Man now has more than 50 ships on its 
register. Several big companies, including 
Denholm and Ellerman, have re-regis- 
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tered vessels there. Last week, the island 
got approval to introduce the “Marpol” 
standard on marine pollution. This means 
that tankers can be registered on the 
island without fear of contravening inter- 
national regulations. 

First to take advantage of the conven- 
tion was Canadian Pacific (CP), the big 
Bermudan-based shipping line. It is trans- 
ferring its fleet of 12 tankers to the Isle of 
Man. Two of cp’s bulk carriers are al- 
ready registered there. Around 600 of 
CP’s officers will get new “offshore” con- 
tracts—ie, their pay and pension entitle- 
ments will be paid into bank accounts on 
the island. CP expects to make “substan- 
tial” savings on crew costs. It needs to. 
Last year, it lost $32.5m from bulk 
shipping. 

The drift to the Isle of Man and better- 
known flags of convenience has made a 
big dent in the amount of merchant 
tonnage registered in Britain. In 1980, 
Britain had more than 27m gross tons on 
its register; at the end of 1985, that had 
fallen to 14.3m. During the same period, 
the tonnage under the Panamanian flag 
doubled to more than 40m gross tons. In 
some newly-emerging flag-flogging na- 
tions, the increase has been even bigger: 
250-fold in Gibraltar (admittedly from a 
low base) to 583,227 tons; fourfold in 
Cyprus to more than 8m tons; and from 
virtually nothing in Vanuatu (the old New 
Hebrides) to 225,000 tons. 

The most notable of the recent defec- 
tors from the British register was British 
Petroleum. In January, it transferred 29 
of its tankers to Gibraltar, the Bahamas 
or Bermuda. Its existing arrangements on 
offshore manning had fallen foul of Brit- 
ish law; BP Shipping had also lost £29m in 
1985 on turnover of £260m. By “flagging 
out”, it hopes to save £10m-12m a year in 
manning costs. 

Britain is not the only western shipping 
nation to find itself with a slimmer mer- 
chant fleet. In January 1985, Norway had 
754 ships, of nearly 30m deadweight tons, 
under its flag. By January this year, that 
had fallen to 667 ships, weighing less than 
17m tons. During the same period, the 
number of Norwegian-owned ships flying 
flags of convenience rose from 303 to 349. 
Since the beginning of 1986, about 10% 
of Norwegian-registered ships have been 
re-registered under flags of convenience. 

Little wonder, then, that Norway’s for- 
mer conservative-led coalition govern- 
ment should have proposed setting up an 
international register on the island of 
Spitzbergen. As in Kerguelen, the regis- 
ter would allow shipowners to employ 
more foreigners than natives in their 
crews. The resulting savings may not be 
enough to dissuade shipowners from re- 
registering their vessels under even 
cheaper flags like Vanuatu’s. Norway’s 
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CREDIOP . 
CONSORZIO DI CREDITO PER LE OPERE PUBBLICHE 


: SUMMARIZED BALANCE SHEET AS AT 31st DECEMBER 1985 (US dollars in millions *) 
ASSETS LIABILITIES AND STOCKHOLDERS’ EQUITY 
Liquid funds 324 Bonds and other financing EP ede ue 10,887 , 
Securities = 0 1,571 Other liabilities som 1,964 

Investments in companies and institutions 64 Provisions ae, as 751 
Es. ees ee ee 11,232 Capital Ene. ewe 
Other assets E, -4,037 Reserves _ = i 494 
À : : Net earnings for the year 120 

` 14,228 





















































14,228 


* Amounts expressed in US dollars converted at the tate of italian lira 1,678 = US $1.00 


— The accounts for the financial year. 1985 closed with net earnings of US $ 120 million, after charges for 
various provisions totalling US $ 73 million. a 


oe The Stockholders’ Meeting approved the transfer of US $ 117 million of the net earnings to 


reserves, which thus reach US $611 million. 


, — Loans granted in 1985 amounted to US $ 1,374 million, have an average term of 8 years and 6 months, 
and were distributed as follows: 51% to Corporations, 24% to Local Authorities, 22% to Public Entities 
and 3% to Foreign Entities. : 
— The proceeds from medium and long term funding operations concluded in 1985 totalled US $ 1,582 
 fnillion, including the issuance of bonds for an aggregate amount of US $ 946 million. 


The statutory accounts for 1985 have been audited by Peat, Marwick, Mitchell & Co. 
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newly-elected Labour government has 
promised a decision on the register in the 
spring of 1987. By then, according to the 
shipowners’ lobbyists, Norway’s mer- 
chant fleet could have dwindled by at 
least a further 10%. 


Computer software 


Hard fight 


. A three-cornered fight is developing for a 
fast-growing bit of the computer-software 
` market: “operating environments” that 
promise to make personal computers 
more powerful and easier to use. In the 
five years 1986-90, Dataquest, a market 
research firm, predicts that sales of these 
programs may grow by nearly 75% a 
„a year—four times as fast as the software 
Wake: as a whole. IBM is losing the 








competition for operating-environment 
sales to two young firms: California’s 
Digital Research and Washington state’s 
Microsoft. Last into the market, Micro- 
soft looks like emerging the big winner. ` 
‘The rewards of success in operating 
environments are twofold. First, a market 
‘worth about $24m in 1985 and forecast to 
grow to $378m in 1990. Second; the 
strategic value of the product. Success in 
Jperating environments can help sell both 
applications software like word proces- 
sors and the “operating systems” which 
keep applications software working 
smoothly with computer hardware. 
Operating environments do. several 
jobs. They extend the capabilities of the 
_ operating system to allow users to switch 
- more quickly between, say, a word pro- 


© cessor and a spreadsheet. They help the 


user master the complications of dealing 
with a collection of applications pro- 
grams. They make it easier for the pro- 
ducer of applications programs. to shift 
programs from one type of computer to 
another type. 

Sales can prove sticky. Retail salesmen 
are handicapped because so few comput- 
er users know what an operating environ- 
ment is—let alone why they should want 
one. Computer-makers are: reluctant to 
“pundle” the package with hardware or 
software until it has proved popular. 

Digital Research took an early lead i in 
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its Topview arou 
Digital Research’s GEM, but it had only. 


“the market for operating environments in 


1984 when it signed a deal with Atari to 


distribute its GEM pgogram with Atari's ST 


uters. IBM launched 
the same time as 


series of home co 


modest success in getting the program 
accepted for its own computers, let alone 
others. Microsoft, meanwhile, was still 
getting the bugs out of its Windows pro- 
gram—which was launched, over a year 
late, at the end of 1985. - 

A more sophisticated program than 
GEM, Windows works best on the second- 
generation of InM-compatible computers 
using the 80286 chip. Although these 
machines are outnumbered roughly ten to 
one by standard pcs, Windows is quickly 
proving a winner in the marketplace. 
Microsoft wrote the DOs operating system 
for IBM and IBM-compatible computers. 
So it had the technical knowhow to inte- 


grate Windows tightly into the workings 


of the computer. It also had close busi- 


Ness ties with software developers—eg, 


Ashton-Tate and Lotus Development— 


to convince them to adapt their programs. 
to.take advantage of Windows. 


-Microsoft’s marketeers also beavered 
to. get-computer-users to put: Windows to 
work. on high-profile jobs. Reuters is 
using the software to prettify its news 
bulletins. New York financial institutions 
are putting their on-line prices and statis- 
tics into Windows. Microsoft will get a 


further boost with the introduction later. 


this year of chips specially designed to 


speed the display of text and graphics: 


windows (see page 82). 


South African miners 


Lost leaders 


Wildcat strikes and political conflict are 
everyday events in South Africa’s mines, 
but over the past few weeks black work- 
ers have become even more militant than 
usual. Strikes have broken out in the 
gold, coal and diamond mines—in protest 
against the detention of nine mine union 
leaders since the government declared a 
state of emergency, as well as against the 
arrests of thousands of dissidents. And 
South Africa’s largest trade union, the 
National Union of Mineworkers (NUM), 
is also gearing up for a countrywide strike 
in the gold and coal mines in support of 
demands for a 30% wage rise. 

Mr Cyril Ramaphosa, the NUM’s gener- 


al secretary, is still free though in hiding. 
“Its vice-president, Mr Elijah Barayi, is 


the most prominent of the union detain- 
ees. He is also a leader of the trade union 
federation COSATU. Many of his col- 
leagues would like to see the NUM, its 


‘largest member, launch itself immediate- 


ly into an all-out political strike. This 


would not have the protection of. the 


courts—but could throw gold, coal and. 


diamond production into disarray. The 
NUM claims 280,000 signed-up members 
among the country’s 550,000 black min- 
ers. Some 150,000 of them have paid up. 
So far, NUM head office has resiste 
COSATU pressure, preferring to go by the. 
rule book on dispute procedures. At its 
latest. meeting ‘with the Chamber 
Mines, the union rejected the offer of 
15-20% rise and declared itself in formal 
dispute over wages, the first step towards 
a legal strike. It also demanded that t! 
Chamber help it secure the release of 
NUM detainees. Chamber negotiato 
agreed to put the demand to minin; 
company members, which provide 80' 
of the country’s export earnings and 
have some political clout. 
~ The NUM’s.response is characteristical- 
ly cautious. It is telling members to organ- 
ise action at mine level to protest abo 
the detentions. That way workers -ris 


‘their jobs, if they so decide, while head 
-office concentrates on the wage disput 


which is expected to result in a bigge 
legal strike next month. So far 2,000 


miners at De Beers diamond mines hav 


refused to work (some have now gon 
back) and 8,000 workers have organised 

go-slow at Anglo American Corpora 
tion's Free State Geduld gold mine, cu 

ting production there. 

If there is a big strike next month, it wil 
probably be short-lived. Anglo Ameri 
can, a mining company with substantial 
interests in other (black-riled) Afri 
states, employs 80% of NUM membe: 
and is likely to conclude a separate de. 
with them, breaking away from the othe 
mining houses. by offering above-Cham. 
ber rates of pay. : 

This year’s wage strike could send 
precious metals prices up for a ‘shot 
while. But. more significant is. the: pre 
longed state of unrest in the minin 
industry as politically-motivated strike 
proliferate. Already the NUM’s Johannes- 
burg offices are packed each day wi 
miners who have been dismissed becau: 
of wildcat strikes and who need mo è 
for the long journey home. 


Agriculture 


Muddle and misery 
in the third world 


Developing countries are net importers o o! 
the very stuff that they should be able ti 
produce most cheaply—food. This mos 
depressing of trade deficits provides th 
starting point for this year’s World Deve 
opment Report, the tome handed down. 




















n top*. Chart 1 tracks two indicators of 
the increasing distortions in world food 
markets. oli 
Nobody doubts the cause of the distor- 
tion: industrial countries subsidise their 
_ farmers; developing countries tax theirs. 
The report provides hard evidence of how 
great.these muddled incentives can be. 
Farmers are taxed.if domestic agricultural 
ices are lower than world prices; subsi- 
lised if. they are higher (chart 2). That 
much is conventional wisdom. The Bank 
has added to the wisdom by asking two 
Australian academics, Mr Rodney Tyers 
and: Mr Kym Anderson, to see what 
would happen if domestic prices in all 
countries were the same as world prices 

ie, if agricultural protectionism were 
Scrapped). The result: industrial coun- 
“tries would gain $48.5 billion a year if 
they disarmed unilaterally; developing 
countries would gain $28.2 billion if they 
did the same. But each group imposes 
losses on the other. If. both. disarmed 
ogether, the world would be better off. 
Developing countries: would gain less 
than industrial ones because they have so 
ew subsidies to dismantle. What domi- 
hates third-world farm policy are things 
ke overvalued exchange rates (which 
make imported food artificially cheap) 
and tariff barriers (which promote indus- 
trial growth at the expense. of farmers’ 
rofits). The Bank takes the third world 
0 task for such self-defeating policies. 
But the most outspoken feature of its 
report is not the attack on third-world 
farm taxation or rich-country subsidies: It 
s the argument that governments in de- 


hen they try to help them. 

‘Third-world: governments try to en- 
age food production through: 

© Marketing boards. Food and export 

tops in most developing countries are 

ught and sold by public marketing 

ncies. The avowed aim is to prevent 


annually from the Wotld Bank’s moun- 
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More is.less 
The chart below. Zimmarises the most 
striking part of the argument against 
subsidising farmers in industrial coun- 
tries—that subsidies do not even benefit 
farmers themselves. The vertical axis 


shows how rich farmers are compared 
with other workers; the horizontal axis 





Farm incomes and agricultural protection 
100 - : 








201° 





120 140 160... 
Protection! ——» 
*Output per farm worker as % of output per worker in whole 


80 ` 100 180 % 200 












economy 
t Domestic food prices as % of world price. . Source: World. Bank 


unscrupulous private traders from ex- 
ploiting simple farmers. In fact, monopo- 
ly market boards often charge monopoly 
profit margins. In Kenya, where private 
and public. traders co-exist, the public 
sector charged 15-20% more for market- 
ing maize and beans than did the private 
trader. = > ; 

@ Fertiliser _ subsidies. Governments 
make fertilisers artificially cheap: In the 
extreme case of Nigeria in the early 
1980s, the government bore 90% of the 
cost; subsidies.of 50-70% were common. 
Farmers, at least, ought to benefit, even if 
the public purse is strained. In fact, the 
report says, they do not. To work, the 
right fertiliser has to be delivered at the 
right stage of the crop cycle. Third-world 
governments, struggling with incompe- 
tent administration and bad roads, often 





Free traders’ growing despair 
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Agricultural taxes and subsidies in: 
developing countries* 


industrial countriest 
















how much farm subsidy. governments 
provide. The. plots slope: downwards— 
ie, the more subsidies farmers get, the 
worse off they are: 2 : 2 
Note the necessary caveats. First, farm 
policies depend partly on farmers’ in- 
comes; subsidies rise. because farmers 
are poor, (In Europe: and America, 
though, government support is based on 
farm output, not farmers’ income.) Sec- 
ond,- subsidies increase farm. incomes. 
more in the short term than the long 
term; the long-term effects of any one ; 
policy are obscured by constant streams 
of new policies. Third, even in industrial 
countries, figures on farmers’ incomes 
are often unreliable. 
Farm policies have been running long 
enough to have pushed up. farmers’ in- 
comes, if they were ever going:to. They 
will not. In industrial countries, extra 
revenues from government agricultural 
subsidies drive upland prices; land own- 
ers make capital gains; and land users’ 
incomes fall behind. 






























deliver fertilisers late, provide the wrong 
kind or have insufficient to ‘sell at the 
cheap price (so farmers have to scramble 
for extra supplies on the expensive black 
market), In Bangladesh, 10% of the de- 
velopment budget went on making ferti- 
lisers cheap in 1978-79; when thë govern- 
ment reduced the share to 2.4% in 
1984-85, the average cost of fertilisers 
actually went down. 

© Mechanisation subsidies. This means 
underwriting the cost of tractors and 
suchlike. Because tractors are commonly 
imported, overvalued exchange rates and 
preferential allocation of rationed foreign 
exchange make farm machines cheap. 
even without special subsidies and t 
breaks. The benefits go to rich farmers 
and ‘tractors replace jobs among poor 
people. : 

@ Credit subsidies. All developing coun- 
tries provide cheap loans to’ farmers. 
Governments say farmers could not oth- 
erwise get loans because money lenders 
fear that they will not pay them back and 
because they often have inadequate col- 
lateral. In fact, there is little evidence to 
show that farmers default on loans—but 
the evidence is strong that cheap loans go 
mainly to the rural rich. As with the other 
attempts to rig rural markets, subsidising 
credit means rationing resources so that 
the rich benefit most—while the supply of 
the resources themselves is lowered. Bet- 
ter, says the Bank, to liberalise -rural 
financial markets to boost rural savings. 
*World Development Report 1986. A member 
of our staff, John Parker, was seconded to the 
team which wrote the report. 
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OF BEING STUNTED? 


The ancient Japanese art of Bonsai uses subtle a 
wiles and infinite pains to restrict the growth $ 
ofa potentially mighty tree. 

Yet the same effect can 
be achieved on your career in 
management by quite the opposite 








eight weeks at Henley is possibly even more valuable. The 
opportunity to meet and observe your peers 
yaa from other companies and disciplines. 
Comparing notes and gettinga ` 
@ perspective on your position, Self- 
k indulgent? Yes...and 




































































process, By doing little or nothing. if deadly serious. a 
. Which is why it is so Think of it as achallenge 
‘important to take action. 


to your abilities and your 
determination. If you care 
enough about your future, 
you will somehow manage. 
to get yourself on the course. 
i Perhaps more inform- 
® ation would elp. For full + 
details of the Henley General 
Management Course, phone 
our Director of Studies Peter 
sa Herbert, or Jennie Laird on 
, 0491-579086. Or write to: 
$i Henley-The Management 


And to do it before the rot 
-setsin.Byenrolling(or 4 
better still, persuading your 
company to enroll you) on 
Henleys internationally 
-recognised General 
Management Course. 4 
Over the 8 gruelling 
but rewarding weeks of ° 
your stay at Henley we will 
nurture your manage- 

~ ment skills (and thereby 



















your career) in two dist- College, Greenlands, 

inct yet complementary way. Henley on Thames, 
First through a pro- x Oxon RG9 3AU, 
-gramme of seminars carefully # Telex 849026 Henley G. 


tailored to your individual needs. Equipping you with 
- the wider range of knowledge and abilities, the broader 
_ understanding of enterprise and its environment, 
the ability to synthesise information 
from disparate sources into one strong 
direction... All the skills you need to 
blossom into a confident manager with 
the ability to exploit your full potential, 
The second great advantage of those 
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ISRAEL'S ECONOMY 





Inflation is down, but 


not quite out 


Those headache days are over 


During the seven years to 1985, consumer 
ices rose in Israel by more than 
,000%. Yet few Israelis seemed par- 
ticularly fussed. They were cushioned 
from the harm of inflation by automatic 
indexation which linked wages, savings 
and rents to prices. Indeed, some Israelis 
believed that while. inflation was officially 
400-500%, the “real” inflation rate was 
only 20%. 

Indexation may have made hyperinfla- 
tion painless to live with, but the econom- 
ic cost was still heavy. Seven years of 
triple-digit inflation blurred perceptions 
of real rates of return and distorted com- 
pany balance sheets. Industry could make 
more money, or lose less, by juggling its 
finances than by fretting about productive 
efficiency. 

The Labour-Likud coalition govern- 
ment, formed after the July 1984 election, 
made two half-hearted attempts to halt 
inflation through deals with the unions 
and employers which froze prices and 
wages. But the government failed to trim 
its budget and the shekel continued to 
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slide on the foreign exchange markets, so 
inflation was only temporarily sup- 
pressed, ready to erupt more ferociously 
once the deal fell apart. 

By mid-1985, the country’s economic 
troubles were unsuppressible. Inflation 
was up to monthly rates of 20%, foreign- 
currency reserves were dwindling, and 
the government was finding it difficult to 
finance its massive budget deficit at home 
or abroad—lIsrael’s foreign debt of $24 
billion is the highest per person of any 
country in the world. 

On July Ist last year, the prime minis- 
ter, Mr Shimon Peres, got to grips with 
the problem. His approach had four 
prongs. 

@ The budget deficit was to be cut from 
15% of GNP to 8%. 

@ The shekel was devalued by 19%, and 
then fixed at.around 1.5 new shekels to 
the dollar. 

@ Prices and wages were frozen for three 
months, and—the bravest part of the 
plan—the automatic indexation of wages 
to prices was suspended. This resulted in 


an immediate 20% drop in real wages. 
However, after the Histadrut, the trade 
union organisation covering 85% of the 
workforce, brought the country to a halt 
for 24 hours, Mr Peres agreed to a wage 
catch-up of 4% a month between Decem- 
ber and February. 

@ Tight credit control through high inter- 
est rates. In September 1985, real rates of 
interest stood at an annualised 100%; 
they have since fallen, but remain high. In 
addition, a first step was taken to reduce 
the degree of indexation of financial as- 
sets: new deposits in PATAM (foreign- 
currency linked) accounts were restricted 
to periods of more than 12 months. 

Few Israeli economists disagreed with 
the government prescribing the tradition- 
al macroeconomic medicine of fiscal and 
monetary discipline. Price and wage con- 
trols were more controversial. A freeze, 
many complained, would distort relative 
prices and make failure more likely. 

The dominant school, led by Professor 
Michael Bruno—the chief architect of the 
stabilisation programme and now gover- 
nor of the Bank of Israe’ untered that 
while cutting the budget Geficit was a 
necessary step for disinflation, it was not 
sufficient. ' 

The budget deficit cannot on its own 
explain the jumps in Israe!l’s inflation rate 
during the past decade. True, the deficit 
was huge, largely as a consequence of 
massive defence spending, but it had 
remained steady at around 14-15% of 
GNP. Professor Bruno and his colleagues 
say that the lack of a monetary anchor 
was to blame for the acceleration of 
inflation. The shekel value of the bulk of 
Israel's financial assets is linked to shekel 
prices or to the dollar exchange rate. The 
money supply therefore fully accommo- 
dates itself to any increase in prices. 

A familiar cycle of events in Israel 
starts with a balance-of-payments crisis. 
This leads to a big devaluation of the 
exchange rate and cuts in subsidies to trim 
the budget deficit and the overseas bor- 
rowing that it entails, Both actions raise 
prices and in turn, through full monetary 
accommodation and wage indexation, re- 
sult in a sustained higher rate of inflation. 

For many years, Israeli economists 
have pondered how to break this vicious 
circle. One scheme favoured by some in 
the Bank of Israel’s research department 
was dollarisation. This would have in- 
volved replacing the shekel by the dollar, 
for a temporary period anyway. But dol- 
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larisation got a bad name when it was first 
proposed in late 1983. The then finance 
minister, Mr Yoram Aridor, announced 
the plan immediately after a crash in the 
value of banking shares. It sounded ill- 
thought out, and within 24 hours Mr 
Aridor had to resign. 

Though some Israeli economists still 
hanker after dollarisation, the adopted 
stabilisation plan in fact provides the 
same anti-inflationary mechanism while 
allowing the government more flexibility 
(which, of course, could be the plan’s 
downfall). Tying the shekel to the dollar 
provides a nominal anchor for the econo- 
my; the price and wage freeze defuses 
indexation; and the budget cuts take 
pressure off the balance of payments and 
the exchang “wie. 

That is the theory: what about the 
results? 

@ Consumer prices have risen at an annu- 
al rate of 20% in the first half of this year, 
compared with an underlying rate ap- 
proaching 1,000% at the end of 1984. 
Meanwhile, price controls are being grad- 
ually removed with little sign of repress7d 
inflation. The prices of only about half 
the goods and services are still controlled 
and roughly half of these are goods such 
as electricity and public transport which 
the government has always controlled. 

@ The budget deficit has been slimmed 
by more than was planned, to only 3-4% 
of GNP in the period since July 1985. 

@ Israelis have regained confidence in 
their currency. They have shifted out of 
dollar-linked assets into unlinked shekel 
accounts. The share of unlinked assets in 
the public’s total liquid assets has jumped 
from 18% in June 1985 to 38% this year. 
A further sign of confidence is the sharp 
fall in the black market dollar premium 
from 25% to 5%. 

@ In 1985, Israel had an external current- 
account surplus—$1.1 billion—for the 
first time ever. Even without the $750m 
of extra American aid, the current ac- 
count would have been in surplus. In the 
past year, foreign-currency reserves have 


-~ risen by 60% to the equivalent of two and 
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a half months of imports. and the budget deficit. The outcome of 


@ The cost of stabilisation in terms of 
output and jobs was less than expected. 
On the eve of the programme, unemploy- 
ment was 64% of the labour force. It rose 
to almost 8% in the autumn of 1985 and it 
was feared it might jump to 10% by the 
end of the year. Instead it has fallen back 
to below 7% this year—though by Israeli 
standards this is still high. 

The success of these first 12 months has 
exceeded most economists’ dreams. But 
it cannot all be attributed to the policy. 





Professor Bruno gets a grip 
Israel was helped by three windfalls: 
lower oil prices, the dollar's fall against 
the currencies of Europe—the destina- 
tion for 40% of Israel’s exports—and 
extra American aid. 

The main danger to the plan lies in its 
success so far. This is breeding a feeling 
that the government can now afford to 
relax. Yet to give a little now could mean 
losing a lot. Israel's inflation rate is still 
well above the average in the OECD area, 
and there is still a high risk that Israel's 
hyperinflationary expectations and habits 
could reassert themselves. 

The two vulnerable areas are wages 





the national wage negotiations which 
opened at the end of June is critical. One 
worrying development is that privat 
sector real wages have risen rapidly t 
year and are more or less back to where 
they were before the programme was 
implemented. If real wages continue to 
rise, industry’s international competitive- 
ness will be eroded again. 

The government has made it clear that 
it sees no room for any rise in real gross 
wages, but says that it will raise workers’ 
take-home pay by cutting taxes. The 
Histadrut, despite some tough talk, is 
likely to adopt a fairly moderate line. It 
is, after all, more than just a trade union: 
it is also Israel’s second largest employer 
(after the government). 

Moderation has its price. First, the 
Histadrut wants compensation for low- 
paid workers. Their net pay has been 
squeezed most because if you do not pay 
tax you cannot benefit from tax cuts. 
Second, it wants wage negotiations at 
industry rather than national level, link- 
ing pay rises to productivity. The troub 
is that productivity in the public sect 
cannot be measured, and it is here that 
unions are likely to be the most militant 
because the real pay of their members has 
fallen behind that of employees in the 
private sector. The nurses will mount the 
first challenge. 

The second big worry is the budget 
deficit. True, it has been slashed, but by 
the wrong means. Most of the slimming 
has come from higher taxes—partly be- 
cause lower inflation automatically in- 
creases the real value of tax revenues 
collected, but also from extra levies on 
foreign travel, cars and property. Total 
tax revenue rose from 42% of GNP in 
fiscal 1984 to 50% in 1985. 

On the expenditure side, cuts were 
mostly restricted to subsidies. Real gov- 
ernment activities have barely been 
touched. To consolidate the gains of the 
past 12 months the government must now 
sharpen its axe. But with defence and 
debt servicing swallowing two-thirds of 
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AUS. spacecraft orbiting Venus made the first close-up views of Halley's Comet, giving scientists 
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valuable insights into the comet at a time when it was on the far side of the sun and direct observations 
from Earth were impossible. NASA's Pioneer Venus Orbiter, built by Hughes Aircraft Company and 
circling Venus since 1978, conducted its investigation a month before five other spacecraft flew by the 
comet. The Orbiter was delicately repositioned with precise commands from Earth to observe Halley’ 
its closest point to the sun, a distance of about 55 million miles. The spacecraft measured changes in th 
comet caused by intense solar heating. It also provided an ultraviolet image of Halley's and its large 
surrounding hydrogen cloud. Data gathered by the Orbiter helped scientists determine the gas 
composition of the comet, the rate at which water vaporized, and the ratio of gas to dust in the comet. 


A tactical military radio for vehicles or base stations is based on a dependable and proven high-frequency 
Manpack radio. The AN/GRC-213 extends the capabilities of the AN/PRC-104 Manpack to meet tough | 


_ mobile applications. Large-scale integrated circuits and modern design add to the reliability and flexibili 
over earlier radios. The compact 20-watt unit can be installed easily in virtually any wheeled or tracked 
military vehicle. Fully automatic tuning reduces operator training and requirements to a few simple 

operations. Now adopted as the U.S. military standard, the AN/GRC-213 is in production at Hughes for the 
US. Army, Navy, Marine Corps, and Air Force. The radio meets international needs as well. 


To reduce contamination from airborne particles, and thus prevent problems with the sensitive gimb l 


assembly in the Infrared Maverick missile, Hughes has built an environmentally controlled production 
line in Tucson, Arizona. Laminar flow units were installed to filter air along the walls, floor, and 
ceiling — removing 99% of all particles as small as 0.5 microns in size. In addition, vinyl-covered 
chairs replaced dust-generating fabric chairs; walls and ceilings were treated with vinyl; i 
storage racks were added to deter particles from settling. Since the new environment was created, — 
particle counts dropped from 300 per cubic foot to 100 per cubic foot. Rework has been reduced and 
reliability has improved. Hughes builds IR Maverick for ~~ Air Force. 






West German F-4F Phantoms will be able to fire AIM-120 AMRAAM missiles—and thus be substanti 
more effective in their role in NATO’s air defense—after being eq ped with new AN/APG-65 radars 
The radar was developed for the F/A-18 Hornet Strike Fighter. It is an all-digital multimode system 
designed for both air-to-air and air-to-surface missions, and can be modified to meet new threats _ 
simply by reprogramming airborne computer software. Hughes, which designed and developed the. 
AIM-120, also builds the APG-65. Hughes is participating in the West German Air Force F-4F 
Improved Combat Efficiency program under contract from Messerschmitt-Boelkow-Blohm for the 
definition phase. The company will also work with AEG-Telefunken. vee 


TOW anti-tank missiles scored 22 hits out of 23 fired from U.S. Army Bradley Fighting Vehicles durit 
a tactical exercise conducted in West Germany by the U.S. armed forces. One vehicle fired two missile 
within 35 seconds, both of which hit their targets. The exercise was witnessed by representatives of I 
NATO countries. Deliveries of Bradley TOW (tube-launched, optically tracked, wire-guided) weapon | 
subsystems, produced by Hughes, recently exceeded 2,000 units. The subsystem includes an integrated 
day/night sight unit that enables gunners to direct TOW missiles, cannon, and machine gun fire with — 
- pinpoint accuracy. 


For more information write to: P.O. Box 45068, Los Angeles, CA 90045-0068 USA 





“AIN'T NO DISTANCE 
GREAT ENOUGH.” 


F YOUR BUSINESS DEPEND: 
THIS MAGAZINE TO SYD] 
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STEELY GRIP AS AN ARCHITECT'S DRAWING: 
THE MISSING CORNERSTONE OF AN IMPOR" 
NEW DEVELOPMENT AND IT’S NEEDED O 
OTHER SIDE OF THE WORLD IN TWO DAYS 
OR EVERYTHING FALLS THROUGH. 

- WHAT DO YOU DO? 


A. PANIC. B. BOOK YOUR DESPATCH .. 
AN ECONOMY RETURN. C. CALL DHL. 

IF YOU TAKE THE LAST OPTION, YOL.. 
3LEMS ARE OVER. 

. TAKE FULL RESPONSIBLILITY F` 







D NIGHT (AND THAT'S MOs 
AJOR AIRLINE). 

_LAST YEAR ALONE WE DELIVERED G 
TIME TO MORE PLACES ROUND THE G 
i THAN ANYONE. 

AND AT THE LAST COUNT, WITH ¢ 
700 FULL SERVICE OFFICES IN MORE THA 
COUNTRIES, THE DHL NETWORK COVa 
MORE GROUND THAN ANY OTHER EXP" 
COMPANY IN THE WORLD. 

THE WAY WE LOOK AT IT, YOUR BUST 
COULD DEPEND ON EVERY SINGLE SHIPNE 
YOU MAKE. SO WE MAKE SURE OURS DOES 

BLUEPRINT, DOCUMENT, PACKAGE Oes 
PARCEL, ONLY DHL DELIVERS WHEN YOU 
























































he North-West-German-State-Lottery 
is the only lottery that offers extreme 
high prizes compared to the limited 
issue of 500,000 tickets. The lottery runs over 
a period of 6 months, one class per month - 
6 classes in all. 

Draws are held in public each friday and are 
supervised by government officials. The re- 
sults are published monthly in an official 
-winning-list. 

The number and the amount of prizes are 
fixed before the commencement of the lotte- 
ry. Thus each ticket-number is in the game 
and has an equal chance of winning. All pri- 
ges are quoted in German Marks (DM), one 
of the strongest currencies in the world. 


‘Tickets can be ordered from anywhere 
ound the globe in a half yearly subscrip- 
on. We offer full (1/1) tickets, which when 
rawn, receive the whole prize, half tickets = 
half prize and quarter tickets accordingly. 

“The ticket-numbers are registered in your 
ame before they are mailed, thus insuring 
00% security for you in case of loss. The 
ill-service fee is as little as DM 21.- (other 
lotteries charge more than 60% of the billed 





TICKETS ARE LIMITED: 500.000 
GUARANTEED PRIZES: 200.568 


OVER 169 MILLION D-MARKS IN 
PRIZE MONEY 

MONTHLY PERSONALIZED STATE- 
MENTS OF ACCOUNT 


INSTANT INDIVIDUAL AND CONFI- 
DENTIAL NOTIFICATION OF WIN 


LN 





SUMMARY OF MAIN PRIZES 


2 PRIZES OF 2,000,000.00 DM 
6 PRIZES OF 1,000,000.00 DM 









180 prizes of 100,000.00 DM 
or 18 prizes of 1,000,000.00 DM 


5 prizes of 80,000.00 DM 
000.00 DM 


s 


5 prizes of 75 








4 prizes of 60,000.00 DM 
33 prizes of 50,000.00 DM 
33 prizes of 40,000.00 DM 


Plus over 200,000 prizes 
up to 35,000.00 DM. 





THE LOTTERY CONSISTS OF 6 MONTHS. 
et 


1. class: 14,658 prizes = 8,472,000 DM 
2. class: 15,604 prizes = 11,050,000 DM 
3. class: 16,661 prizes = 13,825,000 DM 
4. class: 17,718 prizes = 16,695,000 DM 
5. class: 18,775 prizes = 19,665,000 DM 
6. class: 117,152 prizes = 99,960,000 DM 


Start of next lottery: March 1987 


service 
wi 


worldwide 


CP to. 
0: 


) WANT TO BE A LOTTERY WINNER? 


ò 


OF 2,000,000.00 DEUTSCH-MARKS 


HOW TO PARTICIPATE 


ou order your ticket on the order 
coupon below. Within days you receive 
your ticket together with an invoice 
and the official drawing schedule with rules 


and regulations. 


PLEASE INCLUDE PAYMENT WITH 
YOUR ORDER! You can also pay for your 
ticket after receipt of the invoice. Payment 
can be made by personal check, travellers 
check, bank transfer (add remittance bank 
charge) or in cash via registered air mail (cash 
at your own risk). 

After each class you will receive the official 
winning list together with the ticket of the 
next class via air mail. 


Ifyour ticket has been drawn, you willimme- 
diately receive a winning notification. 


Your prize-money will be transfered to you 
within one week of your request by check. Of 
course, if you hit a jackpot you can come in 
person to collect your prize in cash. 

Ifyou are already our customer, please do not 
order, because you receive the ticketautoma- 
tically for the next lottery. 

You can be sure you will receive fast, honest 
and confidential service. Now it is up to you, 
therefore order and mail the coupon today. 
We wish you lots of luck. 








YOUR WINNING CHANCE 


1: 1,493 





If coupon is missing, write for information. 
asridwe _ Lotterie-Einnahme Hameln 
KuhimannstraBe 1A 
D-3250 Hameln, W.-Germany 


ee E E E E E E N M 


I try my luck and order! 


All classes (1st - 6th class) 77. Lottery, beginning 


Lotterie-Einnahme Hamein 
KuhimannstraBe 1A 
D-3250 Hamein W.-Germany 










September 26, 1986 to March 20, 1987, 
of the Nordwestdeutsche Klassenlotterie 


Please fill in number of tickets you want to order. 


Please print in 


Please write in German [|] English [C] 
clear letters. 


Mr] Mrs.(] Miss (J 













DM or US$ or & First Name 


Last Name 


P. O. Box 


City/Code 
[cour T 


E INCLUDE PAYMENT, WHE 


@ 336.85 @ 224.55 
115.45 


1/1 ticket 741.00 
1/2 ticket 381.00 


1/4 ticket 201.00 © 















@ 173.20 @ 












91.40 © 60.95 













































‘the total budget, Mr Moshe Nissim, the 
finance minister, will need to attack a lot 
of cherished trees to make much differ- 
ence to total state spending. He must also 
take a tough line with ailing companies 
pressing for government help: high real 
interest rates and lower inflation have laid 
bare years of mismanagement. 

Despite these question marks, the suc- 
cess against inflation will probably be 
‘sustained because government, business- 
‘men and the trade unions all know that it 
‘must, This does not mean that the econo- 
my is off the danger list. Mr Dov Laut- 
man, president of the Manufacturers’ 
Association of Israel, likens the Israeli 
‘economy to a man crippled not only by 


heart disease (hyperinflation), but also by 


cancer. The doctors have found a new 
drug to prevent a fatal heart attack, but 
e cancer. could still kill him: Israels 


cer is its bloated bureaucracy and“ 


over-generous welfare state... 

- The level of state involvement in the 
economy. is striking. The government si- 
multaneously taxes, subsidises and regu- 


lates everybody’ s every move. This stifles 


private initiative and growth. Israel’s GNP 


growth has dropped from an annual aver- 


age of 9% in the 1960s and the early 1970s 
to only 24% during the past ten years. So 
further policy changes are needed, 
including: : 

Lower: taxes. Israelis are among the most 
heavily taxed people in the world. Work- 
ers on fairly moderate incomes can face 


marginal tax ‘rates of 70-75% ‘(including ©. 


national insurance contributions). To em- 


ploy a skilled engineer costs. a firm. 
$30,000 in salary plus another $20,000 to - 


cover social insurance and pension costs. 
The total sum of $50,000 is roughly. the 


same as a firm would pay to employ an. 


uivalent engineer in America. The dif- 
nce is that after tax the Israeli’s take- 
‘home pay is only $9, 000; the American’s 
is $28,000. 
‘Freer capital markets to give companies 
idirect access to finance. Companies find it 
salmost impossible to raise money freely in 
Asrael. The capital market is effectively 
mationalised because of the government’s 
aor borrowing needs. All bank 

loans require government approval; the 
tbanker acts merely as a money shuffler. 
iCuts in red tape. In certain activities the 
poron controls both the price and 
the level of output. Try, for instance, to 
take a taxi in Israel. The government 
westricts the number of licences and fixes 
the metered price at a relatively low fare 
which makes some journeys worthless for 
ithe cabbie once the state has taken its cut. 
Result: a shortage of taxis. Yet the visitor 
ifinds Israel is full of taxis with “broken” 
meters, whose drivers are (illegally) keen 
ito negotiate a price. 

In the, carly years-of the building of the 









state of Israel, antal Hanning and ante 


been the most 
rna wilderness 


paternalism may ha 
appropriate way to 
quickly into the proged land-—to pro- 
vide jobs, educatiofand housing for 
immigrants. However, Israel's basic in- 
frastructure and industfy have long been 
completed; to succeed, individuals and 
firms now have to learn how to take 
decisions themselves. | 

Israel's people are tdented: gifted sci- 
entists, resourceful entepreneurs and a 
highly motivated workforce. Too many 
are being held back—oj, worse still, driv- 
en away to America’s Silicon Valley—by 
punitive taxes and red tipe. Last year, for 
the first time in Israd’s history, more 
people left the country jhan arrived. 














. In1985 for the first ʻńe ever, Israel had 

. a current-account a of $1.1 bil- 
lion. Only two years earlier, it had a 
record deficit of $2.1 billion. This year, 
the current-account surplus could in- 
crease further: tourist revenues have 
been hit by. “stay-at-home” Americans, 
but cheaper oil promises to bring a 
saving.of up to $500m. However, these 
aggregate figures conceal as much as 
they reveal. Last year, Israel still had a 
deficit of $4 billion (20% of GNP) on its 
total trade in goods, services and interest 
payments. This gap was bridged by uni- 
| lateral transfers: $4 billign-worth of aid 
from. America and anther $1 billion 
from Jews abroad. 

The main cause of Israel’s dependence 
of overseas transfers is its defence 
| spending. This devours 25% of GNP, and 

_ defence imports ($1.8 billion in 1985) 
account for more than a fifth of total 
imports. If defence imports are exclud- 
ed, along with debt-interest payments, 
Israel’s trade in goods and services was 
close to balance last year, compared with 
a deficit of $2.7 billion in 1983. 

The improvement in the civilian trade 
balance is mainly due to strong growth 
in industrial—especially high-tech—ex- 
ports, which jumped 30% in volume in 
the two years 1984 and 1985. Industrial 
goods now account for 72% of Israel’s 
total exports, compared with 54% in 
1970. The share of agricultural exports 
fell from 18% to 8% over the same 
period, while diamonds held on to a 
fairly steady 20-25%. 

In 1987, when the $750m in emergency 
aid from America will be cut off, the 
overall current account should remain in 
surplus. However, “America will still 
have to sign a cheque for more than $3 
= billion of aid. Of that $3 billion, military 
aid will account. for about $2 billion— 
roughly matching Israel's defence 
imports. 

There are at least two reasons why 
> Amerieéa is unlikely to cut off this mili- 









Still hooked on helpful Uncle Sam 


ISRAEL'S ECONOMY 


The fact that, despite these severe 
obstacles, Israel is full of success stories 
reflects the resourcefulness of its people. 
Israeli high-technology. companies, such 
as Elscint and Scitex, are successfully 
filling specialised niches in the world 
market. Israel’s future economic pros- 
pects rest in the hands of such companies. 
Only they can produce the exports which 
will enable Israel to become economically 
strong. It is the government’s task to 
create the business climate that persuades 
them to invest in Galilee rather than 
California. 

If Israelis can display industrial flair 
within: an economic straitjacket, think 
what they could achieve if the govem 
ment allowed them to breathe. ; 





























tary aid in the foreseeable future. First, 
Israel is of strategic importance to Amer- 
ica -in the Middle East, and America. 
probably reckons it gets value for its 
money in supporting this ally: it gets a 
mighty military machine without having 
to provide the servicemen itself or to risk 
American lives. Second, the strong Jew- 
ish-American lobby would make it hard 
for the United States to abandon Israel. 
militarily. : 

The net flows of civilian aid from 
America to Israel are not-as great as the 
remaining figure of $1 billion of Ameri- 
can aid suggests. Emergency aid aside, 
which will not be répeated-in 1987 and 
which Israel can-do without, all of this. 
money is paid back to the United States 
to service earlier loans made to Israel. 

In the longer term, Israel’s best hope 
of doing without this help in servicing its- | 
American debts lies in boosting its indus- < 
trial exports. Last year, it signed a free- 
trade agreement with America. When 
fully implemented Israel.will be the only ~ 
country in the world with duty-free ac- 
cess to both America and the EEC. 


Current-account balance § 
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* Sales SEK 11,400 millions (10,300) 
* Income SEK 1,050 millions (1,028) __ 
* Return on Total Assets 13.8%(16.< 

* Income per Share for the 

Period SEK 22.35 (21.85) 


-Extract from the Interim Report 
January — April 1986 


Sales and Earnings: Consolidated sales for the first four months 
amounted to SEK 11,422 m. (10,257), an increase of 11 percent compared 
with the corresponding period last year. Foreign market sales increased 
by 14 percent to SEK 7,328 m (6,411), accounting for 64 percent (63) of 
total i Exports from Sweden increased by 28 percent to SEK 5,807 m. 
(4,528). 

Order bookings amounted to SEK 10,450 m. (10,280). The consolidated 
order backlog was SEK 20,470 m (18,890). 


Income after financial income and expenses amounted to SEK 1,050 m. 
(1,038) corresponding to 9.2 percent (10.1) of total sales. es 


Income per share (after 50 percent taxes) for the period amounted to SEK 22.35 (21.85), 
partly due to a favorable development of associated companies’ earnings. 


Pre-tax return on total assets for the last twelve month period amounted to 13.8 percent (16.4). 
Considering the fact that the Swedish rate of inflation has decreased by three percentage-points 
to 4.6 percent, the real return on total assets for the Group increased during the period. The pre-tax 
return on total assets, non-interest-bearing liabilities excluded, was 19.7 percent (23.5). 


Capital Expenditures: Capital expeditures for property, plant and equipment amounted to SEK 593 m. 
(534). The two automotive divisions accounted for SEK 481 m. (443). 


Forecast: Atthe Annual General Meeting on April 21, 1986, it was mentioned that earnings for 1986 were 
. expected to be at least at the same level as in 1985. This forecast is still valid. 


The interim report covering the period January to August 1986 
will be issued on October 16, 1986. 


-= SAAB-SCANIA 
For further information please write to: Saab-Scania AB, f op , 


Corporate Communications and Public Affairs, S-581 88 Linköping, Sweden. P eo Leaders in specialized transport technology. 
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Stockmarkets stumble as 


Nikkei index 
May 16 1949= 100 


bears turn on the bulls 


Suddenly investors are worrying about 
recession, and Wall Street’s, as usual, 
worried first. They came back from the 
long July 4th weekend to sell down their 
portfolios. The Dow Jones industrial av- 
erage, which had reached an all-time 
peak on July 2nd of 1909.03, fell 88.30 
points, or 4.6%, in the next three trading 

ys before steadying on July 9th. Lon- 

n, as usual, followed suit. Even Tokyo 
stopped celebrating its governing party’s 
velection landslide and got the mopes. 

Is the four-year world bull market 
‘coming to an end, or just showing signs of 
fa healthy and temporary correction? 
With fingers crossed for an early interest- 
rate cut in Tokyo and Washington, most 
investors still believe the latter. 

Brokers cited specific reasons for Wall 
IStreet’s nasty turn. Against expectations, 
ithe Federal Reserve failed to cut the 
discount rate from 6.5% on July 3rd. 
(Sudden sell signals from a few widely- 
followed investment gurus were obeyed. 
sOthers are getting nervous, too, as pre- 
dicted big rises in American corporate 
profits do not show up. 

Mr John Mendelson, a technical ana- 
pst at the Wall Street firm of Dean Witter 

eynolds, was the guru with the most to 
answer for. On July 7th, he announced 
Rhe end of the “second leg” of the bull 
market which began in August 1982—and 
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LONDON, NEW YORK AND TOKYO 


told everybody to sell. It proved the 
excuse a lot of investors were looking for. 

Mr Mendelson, who had been bullish a 
week earlier, gave a heap of reasons for 
his change of view. Among executives 
trading their own companies’ shares, sell- 
ers of blue chips were outnumbering 
buyers by five to one. The record number 
of initial public stock offers now sched- 
uled will flood the market. He reckons 
share prices will fall by 15-20% in all. 

Even Mr Mendelson, however, speaks 
of a “third leg” for the bull market, not a 
crash. A vast, though diminishing, major- 
ity on Wall Street thinks investors are still 
in buying mood. On their view, recent 
selling was just a bout of profit-taking of 
the kind that any long-running bull mar- 
ket provokes; significantly, it was heavi- 
est in the shares that had performed best 
recently. Certainly, the market was due 
for a correction. The Dow has climbed 
611 points, or 47%, since last September 
and 75% in the past two years. 

The long-term bulls expect price-earn- 
ings ratios to move up from today’s 18 to 
over 20—their level in the go-go years of 
the 1960s. Now that financial assets have 
come back into fashion, the stockmarket 
is still making up ground lost during the 
inflationary 1970s. In the shorter term, 
bulls predict that the Dow will move past 
2000 on the expectation of faster econom- 





ic growth and expanding corporate profits 
in the second half of this year. All this 
despite the fact that the Dow Jones indus- 
trial average has not moved up for five 
consecutive years since 1910. 

The real problem for the bulls—and the 
motive of the bears—is that the economy 
has failed, so far, to respond to the four 
stimuli which caused analysts early in the 
year to raise corporate earnings estimates: 
falling oil prices, falling interest rates, a 
falling dollar and strong monetary growth. 
London-based Chase Manhattan Securi- 
ties plagiarises Marx to good effect: “A 
spectre is haunting the world economy: the 
spectre of deflation.” The talk over Wall 
Street's Perrier-and-lime is all about where 
disinflation (good) turns into deflation 
(bad). If fears that it might are even half 
right, investors would be wise to dump 
equities wholesale for bonds. 

All this is increasing pressure for anoth- 
er co-ordinated cut in international inter- 
est rates. As the dollar plunges through 
the Y160 barrier, the Japanese are being 
asked to lead by lowering their discount 
rate (now 3.5%) for the fourth time this 
year. They will probably oblige. 

Money has been flooding into Tokyo’s 
stockmarket this year. The Nikkei index 
has risen 36%, or 69% in dollar terms, 
since January. Mr Nakasone’s successful 
election on July 6th put a further 136 
points on the index before Tokyo suc- 
cumbed to New York’s fall. On July 9th, 
the Nikkei fell 228 points, by 1.3%. 

Despite its jitters, Tokyo prices remain 














FINANCE 


heady. The average price-earnings ratio is 
over 45, compared with 30 in January. 
Boosted by rumours that the Japanese 
will be persuaded to reflate their econo- 
my, domestic stocks have made the run- 
ning while the traditional blue-chip ex- 
port stocks have been limping behind. All 
paused, though, on July 9th, after some 
rather unhappy talk from Mr Nakasone 
about an austerity budget in the coming 
year. 


a 


. 

London fell 2.9% in response to Wall 
Street’s woes and worrying money fig- 
ures, before rallying on July 9th. Lon- 
don’s shares trade ®n a modest price- 
earnings ratio of 14, and share prices 
should be less likely to fall out of bed 
every time some guru gets that sinking 
feeling. Commented one bored London 
broker this week: “We are relying on the 
rest of the world to make the market go 
up.” Over to you, America and Japan. 





British Telecom 


Shareholders suffer 


British Telecom’s 1.6m private-sector 
shareholders were unamused this week 
when a plunge in its share price knocked 
more than £1 billion off the market value 
of their company in a single day. The 
fall—the biggest since BT was floated 19 





Americans get an itch to paper the walls 


Commercial mongaote are the latest kind of propecy finance in America 


to be “securiti 


*. Developers and institutional lenders are both keen. 


Investors, although not oe the property disasters of a decade ago, 


are beginning to see the 


Mortgages on commercial properties are 
joining home loans as tradeable securi- 
ties in America’s capital markets. Some 
$10 billion of bonds backed by commer- 
cial mortgages were sold in 1985, bring- 
ing the total outstanding to $15 billion. 
Salomon Brothers, which arranges more 
of the issues than anybody else, reckons 
that by 1988 about $40 billion-45 billion 
of securities based on new commercial 
mortgages will be launched each year. 
There is room for more. Loans on 
non-agricultural commercial property in 
America top $630 billion. That looks 
enough to create a rival to the municipal 
and corporate bond markets, and to 
make even the $350-billion market in 
securities backed by residential mort- 
gages look over its shoulder (see chart). 
Both developers and lenders—cus- 
tomarily banks and insurance compa- 
nies—want to broaden potential sources 
of finance for commercial property, An 
office block can cost several hundred 
million dollars, so developers often have 
trouble turning up an institution willing 
to finance it alone. Borrowing in the 
capital markets is typically ł% to }% 
cheaper, too, than borrowing from insti- 
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tutions. Insurance companies regard se- 
curitisation as an easy way to sell off 
existing loans and rejig the balance be- 
tween assets and liabilities. All institu- 
tions hope to make a profit on the 
interest-rate difference between the 
mortgages they create and the bonds 
they sell. 

Structuring the deals is tricky. Issuers 
want a way to escape if a mortgage goes 
bad, but buyers want solid guarantees. 
The latest big commercial-mortgage 
bond—a $485m Eurobond launched in 
May by Olympia & York, a property-to- 
energy group—is typical of the way new 
single mortgages are securitised. The 
bonds were issued by a specially-created 
company whose only asset is the proper- 
ty. Apart from this company, investors 
have no recourse to the developer. Stan- 
dard & Poor’s rated the bonds AA be- 
cause it reckoned the property was worth 
at least 1}-times the mortgage. Insurance 
protects investors against default. 

It is even harder to securitise existing 
mortgages, because rating agencies hate 
to assess pools of loans. When Pruden- 
tial bundled up $1.3 billion of old mort- 
gages into a Eurobond last autumn, it 
had to give investors the right to get 
redress from the insurance company it- 
self if things went wrong. 

Property-minded institutions and de- 
velopers are finding a new interest in 
equities, too. American insurance com- 
panies, slower than the British to move 
from merely financing property deals to 
taking stakes in them, have begun to see 
the attractions of capital gains. Some are 
turning to real estate investment trusts 
(REITs) for liquid, diversified equity in- 
vestment. Though many collapsed in the 
mid-1970s, new REITs with assets total- 
ling $5 billion were launched in 1985 
alone. Newer techniques for parcelling 
out equity include “master limited part- 
nerships” with shares that are traded, 
like those of REITs, in the stockmarket. 

Equitable Life, for instance, has a $20 
billion property portfolio—half of it in 
buildings it owns outright and half in 


mortgages. Equitable will soon have re- 
packaged more than $1 billion of its 
loans into securities and plans to convert 
one property into a REIT or a master 
limited partnership, 

Investors’ understandable caution is 
the biggest brake on the rapid securitisa- 
tion of commercial-property finance. 
Commercial mortgages are not federally 
guaranteed like many private residential 
ones. Rents and prices have collapsed in 
several notoriously-overbuilt cities. Few 
investors are as used to judging real- 
estate income flows as they are corporate 


balance sheets—one reason why AA- 
rated commercial mortgage/backed 
bonds generally trade at a premium of at 
least 4% to AA-rated corporate bonds. 
Many REITs’ shares sell at a discount to 
their offer price. 

A row over Rockefeller Centre has 
not helped investor confidence. The 
Rockefeller Group raised $1.3 billion 
last year through a complex, unrated 
stock-and-Eurobond issue secured on its 
famous chunk of mid-Manhattan. Now 
NBC, one of its biggest tenants, says it 
may move out. This has raised some 
doubts about whether Rockefeller Cen- 
ter Properties Inc, the company that 
issued the securities, will be able to meet 
its obligations. Several investors are su- 
ing Goldman Sachs and Shearson Leh- 
man Brothers, the investment banks that 
lead-managed the deal, alleging that 
their valuation of the centre at $1.6 
billion was too rosy. 
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months ago—was prompted by a state- 
ment from Britain’s Labour party sug- 
gesting that it plans to renationalise BT if 
it wins the next election. Since BT ac- 
counts for 4% of the FT All-Share Index 
and 6% of the FT-SE 100, the drop in its 
share price helped further to depress a 
market that was sliding anyway. BT shares 


rallied slightly to close at 204p on July’ 


9th. At that level, they are still more than 
a quarter below their 1986 peak. 

There may be worse to come as the 
implications of two other developments 
sink in. On June 25th, Oftel, the body 
that regulates telecommunications hinted 
that it is considering applying for a stricter 
formula to govern BT’s price increases, 
perhaps tying them to a return on capital 
rather lower than the 19% the company 
makes now. (Though it played down the 
| on July 9th, investors are still un- 

y.) Then, on July 8th, the European 
Court of Human Rights resolved a long 
and bitterly argued dispute by rejecting 
claims for more compensation by former 
private shareholders of shipbuilding and 
Aircraft companies that were nationalised 
in 1977 by a Labour government. Disap- 
pointed claimants are urging BT share- 
holders to sell now, to avoid a similar 
Fate. Some will do so. 

There is one brake on further sales, 
faowever. Investors who chose extra BT 
shares rather than a few quid off their 
pelephone bills when they bought Tele- 
Eom in the first place are locked into their 
shareholdings until 1987. They may be 
fess keen to choose that form of bonus 
again when state-owned British Gas 
komes to the market later this year. 
Foreigners, reminded that renationalisa- 
ion remains a possibility in Britain, may 

tay away from the issue altogether. 
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n the ring with its 
zreditors 


LIMA 


Weru is defending its title of the world’s 
jaardest-to-handle debtor country. It re- 
buses to repay in full what it owes the IMF 
nd is devising some novel proposals that 
Beem sure to make its commercial-bank 
editors even more unhappy. 
The deputy minister of the economy, 
“tr Gustavo Saberbein, says that Peru 
‘ill not pay the IMF all the $180m it owes 
ey August 15th. It will make a partial 
ayment instead and “hope the Fund will 
nderstand”. Some officials put the pay- 
ment as high as $50m. 
For the third time this year, Peru runs 
fme risk of being declared ineligible by the 
‘und for further borrowing. It narrowly 
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in April by paying $36m of the $75m it 
owed, and in May by promising to clear 
all arrears by mid-August. The IMF board 
might now decide that its patience is 
exhausted. Unlike some countries that 
have fallen behind, Peru has well over $1 
billion in reserves. The Fund is disin- 
clined to create a precedent. 

Peru’s commercial-bank creditors are 
even crosser. The country owes them 
interest of at least $450m on $6 billion of 
its $14 billion in total external debt. Peru 
was supposed to sit down with its big bank 
creditors at the beginning of June. It has 
yet to do so, That is partly because the 
government's medium-term economic 
plan and long-term projections have 
failed to emerge from the computer 
rooms. The numbers are still being re- 
vised to reflect low oil and mineral prices, 
which are expected to cut Peru’s exports 
in 1986 by $500m to about $24 billion. 
Creditors, who have had little joy from 
Peru for two years, say that the planners 
are simply stalling once again. 

Peru is likely to put three proposals to 
the banks when it does meet them, Mr 
Saberbein says. The first is standard 
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Working for the Yanqui dollar 


third-world negotiating fare: repayment 
stretched out over more than 20 years, 
with interest at about 3% and a grace 
period of at least five years. The other 
two are not. Peru wants to discount its 
debt to its value on the secondary market, 
where it is trading at about 20% of its face 
value. Peru would repay the discounted 
debt either in local currency, which credi- 
tors could then use to invest in export 
industries there, or through counter- 
trade. Either method would effectively 
cut a $6 billion debt to $1.2 billion. 
Peruvian ministers say that the banks 
should be willing to negotiate on the basis 
of secondary-market values, because this 
way “they will get something for their 
loans”. The bankers’ response may be 
irate and steamy. No ronl negotiations are 


FINANCE 


likely to take place until after the IMF's 
decision in mid-August. 

Peru’s negotiating team may not even 
go to New York until July 28th, when 
President Alan Garcia will speak on the 
first anniversary of his coming to power. 
And that could prove an inauspicious 
moment for chummy chats with bankers. 
Mr Garcia has indicated that he will 
announce whether he will continue his 
stated policy of limiting foreign debt 
payments to 10% of Peru’s export in- 
come. Observers in Lima reckon he may 
lower the percentage. 


Swiss banks 


Habeas corpus but 
hang on to the cash 


LAUSANNE 


Swiss bankers are holding their heads 
high again. Their reputation for keeping 
other people’s secrets—and their mon- 
ey—was damaged this spring when the 
Swiss government made them tot up the 
Marcos millions in their vaults. On July 
2nd, however, Switzerland’s high court 
threw out a request from the Italian 
government to hand over SFri20m 
($68m) held in Swiss banks by Mr Licio 
Gelli, a defendant in the Banco Ambro- 
siano case. Yet the Swiss are perfectly 
prepared to hand over Mr Gelli himself. 

Not that they are likely to get the 
chance: Mr Gelli has flown the coop. Mr 
Gelli, the master of the Propaganda Due 
(P-2) masonic lodge entwined with the 
Banco Ambrosiano and its erstwhile 
boss, Roberto Calvi, was arrested in 
Geneva in September 1982 when he at- 
tempted to withdraw valuables from a 
bank safe. In August 1983, he escaped 
from prison and is now believed to be in 
Paraguay. From there, he has tried, suc- 
cessfully, to stop the release of his money 
to the Italians. 

Mr Gelli is accused in Italy of acts 
including fraud and extortion that are 
crimes in Switzerland, too. Neither Tici- 
no’s prosecuting attorney, who is investi- 
gating the Swiss ramifications of the 
Banco Ambrosiano mess, nor any other 
Swiss authority would have serious 
qualms about extraditing Mr Gelli, if they 
had him. Italy argues that if Mr Gelli’s 
alleged acts make him extraditable, the 
money he made from them is extradit- 
able, too. The prosecuting attorney had 
blocked Mr Gelli’s Swiss bank accounts in 
1983 to stop him from collaring the cash. 
The federal police later consented to 
transfer the money to the Italian authori- 
ties. The high court this month said that 
they could not. 

People can be extradited in order to 
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stand trial and hence before they are 
found guilty, the court said. Money is 
turned over only after it is proved to be 
the result of dirty dealings. So far, Swiss 
judges have been convinced that only 
$8.5m in one account is definitely dirty. 
That bit will be released to the Italians. 

Mr Gelli’s lawyers are not crowing too 
loudly. Italy has other international legal 
tactics up its sleeve. And even if Mr Gelli 
manages to stop the money in his blocked 
accounts going to Italy, he may never 
again set eyes on it himself. 


_ Corporate debt 


Why treasurers 
swap 


PARIS 


Profits from one activity over the past 
three years at Gaz de France (GDF), the 
French state-owned gas company, have 
just topped FFr1 billion ($143m). These 
profits have not been made by installing 
new gas fires in Parisian homes nor by 
discovering new gas fields in Bordeaux. 
They have been made, instead, in swaps. 

Swaps (together with other state-of- 
the-art financing techniques involving fu- 
tures and options) allow companies to 
manage their debts actively. A company 
can, for example, shift its debt from 
floating-rate to fixed, or from dollars to 
yen. This enables the company to match 
its debts with its assets: ie, if a company 
starts making more profits in dollars it 
may want to have its debts in dollars. For 
a good debt manager like Mr Jean Re- 
boul, treasurer of GDF, playing with 
swaps can also mean raising profits. 

Three years ago, GDF decided to reduce 
its dollar debt by swapping into European 
currencies. Mr Reboul correctly foresaw 
that the dollar would rise. The soaring 
dollar in 1984 and 1985 meant that GDF’s 
swaps out of the dollar became profitable, 
because swaps—like securities—have a 
value in the secondary market. 


Sounds compligated? This is how one 
of Mr Reboul’s dfrency swaps worked. 
In March 1984, he’s 
debt for 50m of Eugopean currency units 
(ecus) at 11% at an exchange rate of $1 to 
1.1375 ecus. In eight years’ time, GDF was 
to pay its swapper 50m ecus and receive 
m. These payments would redeem 
each company’s original bond issues from 
which the debts derived. For the life of 
the swap each would meet the other's 
interest payments. Thus, while each 
could service its underlying debts, both 
companies had effectively switched out of 
those debts for eight years. 

Six months later, the dollar had risen 
against the ecu. This was good for GDE. 
The ecu was worth less in dollar terms, so 
the size of GDF’s debt was reduced. If the 
exchange rate at that time of $1 to 1.275 
ecus stayed the same until the swap 
expired, GDF could buy the 50m ecus for 
less than $44m; its swapper would need 


more than 50m ecus to buy $44m. Howev- , 


er, Mr Reboul reckoned that the dollar 
might not stay above the exchange rate 
fixed into the swap for long, so he decided 
to cash in the swap’s profit. He was able 
to do this because banks provide a sec- 
ondary market in swaps. Mr Reboul 
sold—ie, he reverted to the original debt 
structure—for a cash payment (effective- 
ly a profit) of $1.4m. 

In 1985, Mr Reboul continued to swap 
out of the dollar and then to sell later in 
the secondary market. By doing this he 
netted tens of millions of dollars in profit. 
His powers of foresight were not infalli- 
ble, however. In the autumn of 1985 he 
made further swaps out of the dollar, 
believing it would climb back to its early 
1985 peak. The dollar, alas for him, 
continued to fall. After three months, Mr 
Reboul decided to cut his losses and take 
out short-term cover against the dollar 
falling further. He bought options to sell 


Swapping it all back home 
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apped $44m of 133% _ 


the dollar at exchange rates of FFr7.25- 
7.50 to the dollar. 

Another good move. The dollar is now 
below FFr7. These contracts are profit- 
able and mostly compensate for the losses 
incurred on the swaps out of the dollar. Ij 
Mr Reboul believes the dollar is about tc 
move up again, he can cash in the options 
and then benefit from the swaps if the 
dollar does rise. 

Not all companies like playing with 
swaps, or active debt management of any 
kind. Treasurers, some argue, are unlike- 
ly to predict interest-rate and currency 
movements correctly more than half the 
time. Companies take enough risks in 
their main businesses without taking on 
additional financial risks. But to the likes 
of Mr Reboul—and their number is fast 
increasing—the advantages seem obvi- 
ous. Hanging on to one form of debt 4 
like buying a bond and holding it whate 
er happens to the price. Swapping debts 
in today’s volatile markets is no more 
speculative than leaving them alone. 


Canadian securities firms 


Fighting back 


` 


TORONTC 


Canada’s securities houses are feeling 
edgy as they head for a less explosive 
version of London’s Big Bang. Foreigners 
will soon be allowed to own up to 30% of 
a Canadian securities firm—or set up 
business in Toronto as “foreign securities 
dealers” —if the provincial government of 
Ontario implements new rules planned 
for early next year. The province’s minis- 
ter for financial institutions, Mr Monte 
Kwinter, calls the proposals a compro- 
mise “to ensure the growth of Toronto 

a major centre of international finan 
while maintaining the essentially Canadi- 
an character of the securities industry”. 
Foreign capital will be limited to 30% of 
the industry’s total, with no foreign-con- 
trolled firm allowed more than 1.5%. 

Investment dealers—as Canada’s secu- 
rities firms are known—act as stockbro- 
kers, bond dealers and investment bank- 
ers. They have a monopoly on domestic 
corporate underwriting. A handful of 
them welcome Ontario’s moves towards 
deregulation—which the financial mar- 
kets in Montreal and Vancouver are like- 
ly to imitate—as a chance to broaden 
their own horizons. 

Gordon Capital Corporation, a fast- 
growing firm whose pioneering ways have 
often stirred up Toronto’s sedate invest- 
ment community, is one. Two years ago, 
Gordon tried to set up a joint venture 
with Belgium’s Groupe Bruxelles Lam- 
bert. The Ontario Securities Commission 
said no, but the attempt led directly to the 
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proposed rule changes. Another fan of 
more foreign competition is McLeod 
Young Weir, of which America’s Shear- 
son Lehman Brothers owns 10% (the 
most which foreigners may now hold). 

McLeod Young Weir is one of the few 
Canadian firms to have established a solid 
presence outside the country. Most oth- 
ers fear they will be swamped by foreign 
competitors. Dominion Securities Pit- 
field, the biggest Canadian dealer with 
capital of C$130m (US$94m), is tiny next 
to the American and Japanese securities 
houses. Most Canadian corporations al- 
ready prefer foreign underwriters to man- 
age their international borrowings. Gold- 
man Sachs has just set up shop in 
Toronto. Nikko and Nomura Securities 
are among the Japanese firms that have 
opened representative offices. 

Some Canadian dealers are raising ex- 

capital to meet the challenge. Nesbitt 

omson, the sixth largest, is making a 
C$80m public share offering. Another 
four have taken advantage of high share 
prices in the past two months to go public. 
Others are trying to forge new alliances. 

Wood Gundy, the most active Canadi- 
an firm in the Euromarkets, stunned 
competitors in June by announcing a 
merger with maverick Gordon Capital 
that would have created a company with 
capital of C$250m. The deal was called 
off on June 30th. Wood Gundy’s more 
conservative employees were worried 
about a clash of cultures and the prospect 
of lay-offs. Wood Gundy, whose domes- 
‘tic business badly needs a boost, is now 
>xploring other avenues, including anoth- 
tr link or a public share issue. 

Hovering in the background are the big 
Canadian banks. Institutions like Royal 
3ank of Canada and Canadian Imperial 

nk of Commerce want domestic under- 

ting powers to strengthen the interna- 
ional merchant banking they now do 
hrough London-based subsidiaries. On- 
ario’s provincial government has pleased 
hem by proposing that they be permitted 
t bigger stake in securities firms than the 
oreigners’ 30%. But Mr Kwinter has yet 
© persuade the federal government, 
vhich regulates the banks, that such a 
oncession is desirable for institutions 
hat already control 85% of the assets of 
he financial services sector. 


Taiwan 
we cm 2 ee i a a 


3anking on change 


TAIPEI 


‘aiwan’s banks are being catapulted into 
he twentieth century by—of all things— 
he falling American dollar. Taiwan has 
ven larger foreign-exchange reserves 
han Japan—$31 billion at the end of 1985 
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and likely to top $35 billion by the end of 
1986—and has kept them exclusively in 
dollars. As a result, the purchasing power 
of the island’s reserves is 10% lower than 
if it had held them in a trade-weighted 
basket of currencies during the first six 
months of this year. In their rush to 
diversify reserves now, officials are push- 
ing ahead with their liberalisation of Tai- 
wan’s financial system. 

Foreign banks, especially, are hustling 
to promote various investment packages 
to Taiwan's traditionally conservative 
central bankers. A handful of domestic 
banks have been permitted to operate 
trust funds to invest in overseas securities. 
The banks take public deposits in New 
Taiwanese dollars, and then convert them 
into foreign exchange for the purpose. 
Official guidelines for these investments 
are still narrow, allowing only American 
treasury bills, AAA-rated corporate bonds 
and fixed-rate certificates of deposit. In 
their unofficial interpretation of the 
guidelines, however, central bankers 
seem more lenient. 

A recent package of proposed reforms 
includes privatisation of some of Taiwan’s 
domestic banks (almost all of which are 
now controlled by the government); more 
and better development finance; and 
tighter supervision of the island’s credit 
co-operatives and trust companies. Tai- 
wan’s premier, Mr Yu Kuo-hua, formerly 
head of the central bank and still the main 
voice On monetary control, would prefer 
to move very slowly. But events over the 
past 18 months have underlined the weak- 
ness of Taiwan's financial sector and the 
need for change. 

Early last year, the troubles of Tai- 
wan’s second-largest conglomerate, the 
Cathay banking and industrial group, led 
to the resignation of two government 
ministers, and the conviction on charges 
of fraud of one Cathay executive, a well 
known politician. People became aware 





of primitive and widespread financial 
practices, including post-dated cheques, 
borrowing in employees’ names without 
their permission and keeping fraudulent 
accounts. Some things have improved 
since then, bankers say, but they are 
losing money anyway. 

The Cathay crisis triggered the collapse 
of dozens of smaller companies, wrecking 
the already-doubtful loan portfolios of 
most of the banks. Foreign banks are 
thought to have lost a total of at least 
$500m-600m in bad debts since 1982. In 
the year to June 30th, many leading 
Taiwanese banks say they made a loss for 
the first time. 

In the aftermath, most foreign bankers 
have pruned their portfolios drastically. 
There is not enough high-quality lending 
business, however, to support 32 foreign 
banks. Even though the government is 
about to increase the amount of New 
Taiwanese dollar loans that foreign banks 
can make, many are shifting their focus to 
trade financing, corporate promissory 
notes—and earning fees by advising and 
carrying out foreign investment. 

Taiwan’s government is about to let 
many foreign banks open second 
branches in Kaohsiung, but other activi- 
ties will be slow to increase. Taiwan’s 
businessmen are reluctant to make or 
raise capital for long-term investments. 
The securities market is still thin, there is 
no domestic bond market and foreign- 
exchange controls rule out any market for 
swap management. Meanwhile, the “un- 
official” lending network of trust and 
credit companies flourishes. 

Several foreign banks have reduced 
their staff in Taiwan, in the face of limited 
opportunities and cutbacks at home. 
Most are staying, however, in one form or 
another—convinced by the government's 
promise that liberalisation is imminent. 
As one banker said: “‘It is tough to leave a 
town that is sitting on a pot of gold.” 
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: Club Méd: the bourgeois holiday camp 


Beautiful people playing all sorts 
| of sports; white-sand beaches; 
azure sky and sea; Polynesian- 
thatched huts; free and flowing 
wine at: meals; simple yet superb 
food. The holiday dreams offered 
by France’s Club Méditerranée 
are. an up-market world away 
from the ‘fish 'n chips” image of 
many packaged holidays. They 
are also a formula for commercial 
success. Club Méd is Europe’s 


The challenge is to stop the 
formula from becoming stale, 
and. to stop competitors from in- 
vading Club Méd’s market. The 
year to October 31.1985 saw a 
rise in net profit of only 8.3% to 
FFr266.6m ($28.5m) on revenues 
that increased by 17.3% to nearly 
FFr6 billion. This represented a 
rise in earnings per share of a 
mere 0.8%—a decline in real 
terms in a period when consumer 
prices in France rose 5%. Several 
explanations can be proffered: a 
24% -increase in “depreciation 
and amortisation” (to FFr193m 
from FFr152m); a rights issue in 
May 1985; and a change to trans- 
lating currencies according to the 
average for the four seasons, 
father than—as before—at the 
close of the financial year. But 
-the fact remains that Club Méd 
underperformed a booming Paris 
_ bourse, and has seen its ranking 
capitalisation 
drop from 16th in May last year 
to 28th today. Although the latest 
half-year, to April, saw a 22% 
rise in profits (which would have 
been greater still if the dollar had 
not weakened), the 1985 results 
a warning against 
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means repackaging the holidays 
offered to fit in with changing 
tastes and then selling them to a 
market which lies increasingly 
outside the Francophone world. 
It does not mean changing the 
essence of the Club Méd concept. 
Boosted by the latest half-year 
results, Club. Méd is justifiably 
wary of tampering with what re- 
mains a successful formula. 

Club Méd was founded in 1950 
by an Antwerp diamond-cutter 
called Mr Gérard Blitz (he is now 
its président d'honneur), who set 
up a “village” in Majorca. But 
the company’s success is really 
due to Mr Gilbert Trigano, a 
French Jew who fought in the 
Resistance, then became a jour- 
nalist for the Communist paper 
L'Humanité, and is now Club 
Méd’s chairman. 

The original Club. Méd was a 
non-profit organisation which 
bought surplus American Army 


tents from Mr Trigano and his- 
Mr Trigano. joined as. 


father. 
managing director in 1954 and set 
about turning the company into a 
profit-making business. Starting 
in 1955 with a special Club “vil- 
lage” in Greece, Club Méd has 
grown under Mr Trigano into an 
organisation which operates-104 
villages (and three “auxiliary” 
ones), 63 holiday residences 
(time sharing) and six hotels. 
These are located in France and 
some 30 foreign countries or 
French overseas territories. 

The Club Méd concept is an 
organised mélange of hedonism 
and “back to nature”. Guests are 
referred to as “GM5”, meaning 
gentils membres- or “nice peo- 
ple”; the villages are run by 
“Gos”, gentils organisateurs or 





“nice organisers”. The GOs— 
each village has around 100 of 
them, or one to every five 


. guests—mix with the GMs, teach 
: them sports and present enter- 


tainment each night after dinner. 
The GMs pay one charge: in ad- 
vance for their holiday, which 
includes not just the room but all 
air fares, transfers from airport, 
meals (with free wine and beer) 
and sports. That means that on 
arrival there is almost no need to 
carry money, traveller’s cheques 
or credit cards (a tricky business 
given the village uniform of mini- 
mal swimming gear). Instead, to 
cope with any extras—like drinks 
at the bar or excursions out of the 
village—GMs wear prepaid neck- 
laces of beads, with the beads 
used as currency. 

All this may seem somewhat 
precious “‘big brothering” to non- 
GMs, but the GMs. themselves— 
893,300 last year—say that the 
absence. of money and everyday 
clothing eliminates differences of 
class and wealth; and that the 
range. of activities, all of them 
included:in the holiday price, is 
so wide that boredom is never a 
danger. Mr Trigano, who main- 
tains his left-wing views, might 


“claim to have created in his vil- 


lages a vigorous social equality. 
The formula is also commer- 
cially shrewd. The. guests earn 
above-average incomes and pay 
above-average prices to a compa- 
ny whose costs are kept under 
tight control. At Club Med Inc, 
the American subsidiary that 


handles all the villages outside 


Europe, Africa and Brazil, the 
calculation last year was that half 
of the guests had annual incomes 
of more: than $50,000, and 38% 
had postgraduate degrees. 

The: Club also enjoys some 
significant operating advantages. 
@ Its Gos—each village will have 
GOs of some 15 different nation- 
alities—are young and enthusias- 
tic enough to accept low wages 
and long hours for a career which 
will last- for only two to three 





Membership by country 


1984-85 total: 893,300 


United States & 
Canada 23-8 








Central 


Australasia & Í 
other Asia 3:7 

Other Europe 
& Africa 18-7 
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years. 
@ It flies so. many GMs to ani 
from. their ‘holidays that ‘it cal 


negotiate large discounts on ai 


charters. 
@ Most villages are leased, rath 
er than owned, by the Club. Thi 
reduces any political risk to th 
Club, making it easier to quit i 
need be (Club Méd pulled out o 
Algeria because the governmen 
there was not “flexible”). It als 
keeps debt off the balance shee 
under French accounting rules. 
The company makes good usi 
of its local muscle in negotiatin; 
with governments as well as witl 
its suppliers..A Club Méd villag 
normally employs 200-300 locals 
As a matter of policy, local. pur 
chasing is preferred to imports 
even if imports are cheaper. Als: 
the GMs, despite the bead neck 
laces, tend to spend money ov 
side the villages. 
In developing countries, thi 
kind of wealth creation give 
Club: Méd real bargaining powe 
on matters like work permits fo 
its foreign GOs and on the provi 
sion of roads, sewerage and othe 
services. The British governmen 
gave Club Méd an extended ta 
holiday and used its aid budget t 
build a special airport in order t 
lure the company: to-the Turk 
and Caicos Islands, a British de 
pendency in the Caribbean. 






A future outside 
France 

The English-speaking Caribbea 
is part of a Club Méd strateg 
that is based on a paradox: th 
strength of the Club is its popu 


“larity in France, which provide 


two-fifths of its GMs, but this.ver 
dependence on one market is 
potential weakness, The Fre 

clientele is getting older—sin 

have become couples, who hav 
become families—and the risk i 
that it will not replace itself. A) 
though the number of Frene 
GMs is still increasing each yea 
(seven Frenchmen in every. 1,00 




















are likely to go to a Club Méd 
village each year), further growth 
is likely to prove limited. 

The obvious answer—which 
the Club is pursuing—is to go 
international. But just because it 
is obvious does not mean it is 
easy: potential GMs are often put 
off by the French accent of the 
Club. Speaking no French in an 
enclosed and Francophone vil- 
lage is hardly the best recipe for a 
relaxed holiday. Although the 
number of British GMs rose by 
48% last year, the total was a 
mere 10,800, compared with 
France’s 365,200. 

The Club is tackling the prob- 
lem. In Europe, the “internation- 
al village” scheme was begun this 
year: 18 villages have been estab- 
lished where the dominant lan- 
guage is English and where the 

‘oportion of French GMs is limit- 
$ to 25%. Outside Europe, 

ere are another 14 villages spe- 
cifically tailored to an English- 
speaking market. 

The logic is straightforward: if 
the Club Méd concept appeals to 
the French, it will also appeal to 
other nationalities once language 
barriers are removed. Since those 
other nationalities include the 
rich—and numerous—North 
Americans and Japanese, the 
company hopes growth in turn- 
bover and profits is assured. 

The hope has some statistical 
#support. In 1985, 212,500 Ameri- 
pcans and Canadians took Club 
Méd holidays, accounting for 
23.8% of all GMs and making 

hem the largest group after the 

rench. But they amounted to 

than 0.1% of the North 
erican population. The popu- 
ity of Club Méd is also growing 


ith the Japanese, but here, too, 
È: is a long way to go: 17,200 
nese visited Club villages last 
ear, only 1.9% of all GMs and 
ust 0.014% of the Japanese pop- 
alation. Drexel Burnham Lam- 
Ibert, an American investment 
k, calculates that North 
erican custom could grow by 
Bnore than 300% and Japanese 
{custom by over 2,300%. Add the 
Migures together, and today’s lev- 
tel of almost 900,000 GMs becomes 
bout 2.3m. 
That implies a world market 
fable to support in excess of 250 
club Méd villages. By Drexel 
MSurnham’s calculation (and Club 
| es does not argue) the North 
ericans and the Japanese will 
faccount for 60% of Club Méd’s 
th, so most of the extra vil- 
es will have to be sited within 
jeeasonable reach of those cus- 
bomers. That, in turn, means the 
aribbean, South-East Asia and 
Bhe Pacific—all of them territo- 
ies controlled by the American 
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subsidiary, Club Med Inc. 
Club Med Inc, registered in 


ub Méd in 1976 bought 45% of 
taly’s Valtur Servizi (now Valtur 


Grand Cayman Island and listed Vacanze), which manages 14 vil- 
on the New York Stock Ex- #lages in Greece, Italy, the Ivory 


change, was set up in May 1984. ; 
The subsidiary makes sense for 


two reasons: to be close to the 
market of the future; and to have 
some dollar equity to balance the 
dollar portion (around half) of 
the parent’s debt. 

The vice-chairman of Club 
Med Inc is Mr Serge Trigano, son 
of Gilbert and heir apparent to 
the Club Méd empire. Originally 


the subsidiary was wholly-owned 
by the French parent, but now 
some 27% of its shares are held 
by the public. Having begun with 
19 villages, Club Med Inc is ex- 
panding at the rate of two or 





Will they keep coming? 


three villages a year. Nor is the 
expansion linked only to the 
American market; the subsidiary 
also operates villages in the Pacif- 
ic and South-East Asia geared to 
a clientele from Japan, Singapore 
and Australasia. 

The fact that Club Méd’s po- 
tential market is mainly outside 
Europe makes the child in some 
respects more important than the 
parent. The question is whether 
an American and Asian-dominat- 
ed Club Med Inc will alter the 
Club's intrinsic appeal—and, if 
so, whether the change will be 
good or bad. 

Management's policy is plain: 
Club. Med Inc has to maintain a 
flavour which distinguishes its 
product from those of its compet- 
itors. The alternative is to lose 
customers. Francophobe Britons, 
for example, have shunned Club 
Méd and taken holidays of a 
similar nature with England's 
Club Mark Warner. Imitation 
may be a sincere form of flat- 
tery—but it reduces revenues. 

It was to check these rivals that 


Coast, the Maldives and Tunisia. 
Perhaps because Valtur is close 
to the Club Méd concept, it has 
been one of Club Méd’s more 
successful diversifications: turn- 
over rose by 22% to 81.7 billion 
lire ($54.6m) last year and profits 
in lire—helped by tax incentives 
under Italy’s regional develop- 
ment policies—by 120%, but the 
increase was more modest when 
translated into the harder French 
franc. 

In contrast, the Club’s Paris 
hotel in Neuilly saw its profits fall 
by 27% to FFr2.4m; and the 
time-share operation, Clubhotel- 


ore 


Maeva (an investment made in 
the 1970s) lost FFr24m thanks to 
a 30% drop in the sales of its 
time-share properties last year. 
Despite the mixed fortunes of its 
diversifications, the Club intends 
to open “tropical leisure” cen- 
tres—it means sports complexes 
with hotels—near many of the 
world’s bigger cities. 

The Club has long protected 
itself against seasonality by hav- 
ing winter ski resorts to balance 
summer sun spots (the GOs can be 
switched from one to the other). 
A newer trend is to create uses 
for those resorts out of season. 
The Copper Mountain ski resort 
in Colorado now offers children’s 
sports and adventure holidays in 
the summer; while the villages in 
the French and Swiss Alps offer 
summer mountaineering and rid- 
ing as well as glacier skiing. 
Meanwhile, the maturing of the 
Club’s clientele is reflected in the 
provision of special “Baby, 
Mini and Kids Clubs”, in which 
parents can leave their children 
while they enjoy the activity- 





COMPANY BRIEF 


filled day of the 
Club. 


The Japanese need 
an excuse 


Extra sports activities are simply 
variations on the familiar Club 
Méd theme. Management no 
longer considers them enough. 
Mr Serge Trigano says: “We have 
tried very hard to improve the 
product for the Japanese. It 
seems they need an alibi to go on 
holiday, so we offer them courses 
on how to use the computer, or 
speak French or English or what- 
ever they want.” 

Offering that kind of product is 
one step down the road to going 
after corporate, as well as indi- 
vidual, business. Conventional 
hotel chains like Hilton or 
Trusthouse Forte already make 
good business by offering confer- 
ence packages to companies; 
those same companies often re- 
ward staff by sending them on 
holiday, or to conferences which 
are excuses for holidays, Club 
Méd’s management reasons that 
it can make money by offering 
conference or training packages 
in exotic locations—all provided 
within the Club Méd ambience. 

It is an attractive idea because 
it overcomes a perennial problem 
of the holiday: people’s holiday 
time is limited. The Club Méd 
empire has grown on the basis of 
a Europe where four or five 
weeks of holiday is the norm and 
where a week or more of public 
holiday can be added. The future 
for the company, however, de- 
pends on America and Japan. 
Many Americans have only a 
fortnight’s holiday a year. The 
Japanese may get a mere six days’ 
statutory holiday and about 12 
days paid public holiday; many of 
them do not take all of their 
holiday entitlement anyway. Of- 
fer them a conference or course 
in a Club Méd village and they 
have an extra holiday. 

Such tactics are not unique to 
Club Méd, and attempts by rivals 
to imitate the Club Méd formula 
should not be dismissed. But 
Club Méd will take some beating: 
it has its reputation and goodwill. 
(Club Med Inc reckons that last 
year, 35% of its GMs had been to 
a village before; 41% were there 
on the recommendation of 
friends; and more than 94% said 
they would like to return.) It has 
the marketing power of an or- 
ganisation with a presence in Eu- 
rope, Africa, the Americas, the 
Pacific and Asia (including Chi- 
na); and, by focusing on North 
America and Japan, it has identi- 
fied a way to grow into the next 
century. 
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Ithough it is the world’s 
most famous insurance 
market; Lloyd’s of London is 
often misunderstood. It isa 
market-place where affluent 
individual members - called 
Names - invest in syndicates 
that back risks using 
underwriting agencies and 


> Underwriting premiums at 
loyd’s can be a high return, high 
_yisk investment- -depending 
pon the performance of the 
various syndicates in which 
underwriting commitments are 
taken. 
Names sometimes earn 
spectacular returns, but there 
cis also.a strong downside risk 
-as each member faces 
nlimited personal liability 
_ The guiding principle of 





underwriting i insurance at 
Lloyd's is to spread risk among 
several syndicates specializing 
in different lines of business. 


In this respect, the fundamental 
approach is quite similar to the — 


dynamics of cross-border 
investing for maximum total 
returns in various Currencies 
and instruments. 

For some Names, an 
international deployment of 
assets could mean con- 
siderably reduced volatility, 
and a degree of protection 
from possible currency 
restrictions. But knowledge- 
able advice and guidance are 
essential, 


Bank Julius Baer 


International investment 
decisions based on straight- 


: forward, timely information 
_ can achieve consistently 
attractive investment returns. 


Bank J ulius Baer, one of 


“Switzerland's ’s experienced and 


prestigious private banks, 
gives top priority to supplying 
the serious international 
investor with professional, 
in-depth analysis and sound 
advice, 

The Bank’s international 


commitment rests on.a century- 


old tradition, based on the 
conviction that excellence of 
service is the foundation for 


lasting business relationships. 
“The International Investor” 


Among the broad range of 
services for the international 
investor Bank Julius Baer 
offers valuable information and 








advice in its quarterly review, 
“The International Investor” 
-The current issue focuses 
on Lloyd’s of London, providin, 
adetailed summary. of the 
market, its structure and the 
outlook for the coming years. 
We invite you to write today 
fora complimentary copy. 
Dre Jan-A. Bielinski 
Bank Julius Baer 
Bahnhofstrasse 36 
CH-8022 Zurich 
Tel. (01) 228 51-11 
Telex 812 115 





Philip Taylor 

Bank Julius Baer < 

Bevis Marks House — 

Bevis Marks 

London EC3A 7NE, E 
Tel. (0196234211 Ei 


BANK JULIUS BAER 


d oB i 
For the fine: art of: Apes s tanking. 


SCIENCE AND TEGHNOLOGY 








Snake poison need not kill 


"Snake bites are seldom regarded as a 
mmon industrial injury. They should 

. In tropical Asia, snakes are allowed to 
linfest rice and rubber plantations because 

ey protect crops by killing rats. They 
b: kill people. In Burma, the number 

illed by snakes each year is put at about 
2,000. In Sri Lanka, snakes are more 
Meadly than the Tamil guerrillas. Anti- 
kotes often fail to work, or cause damag- 
ing side-effects. 

Since 1979, two British scientists— 
Doctors David and Mary Warrell—have 
collaborated with Thai scientists on pio- 
neering research into the treatment of 
snake bites in the region. The husband- 
and-wife team went to Thailand to study 
malaria for Britain's Wellcome Trust. In 
“August, they will return to Oxford Uni- 
versity to develop genetically-engineered 
"accines against snake venoms. 

The Warrells think that the number of 
deaths from snake bites is widely underes- 
fimated, because of the high proportion 
of unreported bites treated by witch doc- 
iors. It is the Warrells who reckon that 
Russell vipers kill 2,000 people a year in 

a—official estimates are half as 

. The Warrells also calculate that 

ussell vipers and kraits bite 60,000 peo- 

tle a year in Sri Lanka and that Death 

\dders and Taipans cause many deaths in 
*apua New Guinea. 

Different snakes kill in different ways. 
“obra and krait venoms generally attack 
he nervous system. By blocking the ac- 
ion of acetylcholine, a chemical responsi- 
ile for transmitting signals between nerve 
ibres and muscles, the venom often 
eaves victims paralysed. It can kill by 
eventing breathing. 

The venom of vipers usually kills by 
raking blood clot. Vipers kill rats or mice 
y injecting a dose of enzymes that makes 
he blood coagulate within seconds. The 
ose is too small to kill people the same 
vay, but a bite can result in the formation 
f small blood clots, which block up the 
ne arterial systems in their organs. As a 
2sult, some victims may die from kidney 
tilure a week or so after being bitten. 
‘thers can suffer from spontaneous 
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BANGKOK 


bleeding as clotting agents gradually 
leave the bloodstream. 

Bites are treated with anti-venom, 
made by immunising horses with small 
doses of venom extract. The horses’ 
blood, which produces antibodies to the 
venom, is then collected and purified. But 
the anti-venom works only when victims 
are bitten by the same kind of snake from 
which the original venom was extracted. 
So anti-venom for Sri Lankan snake bites 
ought to be raised by using Sri Lankan 
snakes. In practice, Indian ones are used, 
often to little effect. 

The intrepid Warrells have mapped the 
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Slippery customer 


distribution of dangerous snakes in much 
of tropical Asia. They have studied Thai- 
land extensively, and conducted surveys 
in Burma for three years in a row. They 
collected snakes in Sri Lanka last Septem- 
ber, amid the shooting war between Tam- 
il guerrillas and the government. Recent- 
ly they made their first, preliminary 
survey in Papua New Guinea. 

The Warrells’ map could save lives. 
With it, victims of snake bites, who are 
seldom able to identify precisely the type 
of snake that bit them, could be given 
regionally-tailored cocktails of anti-ven- 
oms with a fair chance of working. Many 
of the antidotes currently in use fail 
because of ignorance about snake types. 
In Chantaburi, 200 miles outside Bang- 
kok, the Warrells discovered that the 
Malayan krait—not, as had been thought, 
the banded krait—was responsible for 
many of the snake bites in the area. Yet 
victims were being treated with banded 
krait anti-venom. 

Better anti-venoms cannot counteract 








the acetylcholine blocker contained in the 
venom of cobras and kraits. The answer 
here may come from genetic engineering. 
Working with the Warrells, Dr David 
Theakston, from Liverpool’s School of 
Tropical Medicine, recently produced 
monoclonal antibodies that appear to 
attack the venom of Thai cobras while it is 
attached to the junctions between nerve 
fibres and muscles. Trials may start soon 
with commercial snake handlers in 
Bangkok. 

What about vaccines? Although Japa- 
nese scientists showed a decade ago that 
specially treated venom could serve as a 
vaccine, it was associated with severe 
side-effects. Since then, some scientists 
have become convinced that they can 
design bio-engineered vaccines based on 
the DNA recipes of the most damaging 
enzymes of the venom, but excluding the 
poisons responsible for side-effects. 





cliffe Hospital in Oxford is helping the 
Warrells develop such a vaccine. They 
send viper venom glands to her from 
Bangkok for cloning. With the right DNA 
recipe it should be possible to produce a 
harmless vaccine—perhaps an all-pur- 
pose vaccine that offers protection 
against a range of snakes. 

Anti-venom work with horses suggests 
that boosters may be needed several 
times a year to keep a vaccine effective. 
This problem, too, is in the process of 
being overcome. At Liverpool’s School of 
Tropical Medicine, Dr Theakston and Dr 
Roger New are incorporating venom in 
balls of cell membranes, called lipo- 
somes. Vaccines loaded into these lipo- 
somes appear to stay effective longer. 

An effective vaccine could earn size- 
able profits. So far, however, drug com- 
panies have shown little interest in the 
Warrell map. Making different cocktails 
of anti-venoms for different regions may 


be an obvious way to save lives; it is not. 
an obvious way to make money. x 
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Dr Kathryn Robson of the John Rad- 














































Ringed by mystery 


In an otherwise dismal year for space, 
America has scored one triumph. In Jan- 
uary,  Voyager-2 sailed past Uranus, 
* beaming some 7,000 optical images and a 
mass of data back to earth. In the journal 
Science, 11 scientific teams have now 
disclosed what they learnt from experi- 
ments moun ted during the flyby. 
Voyager did not solve Uranus’s biggest 
mystery: its lopsided position. The other 
planets spin‘around an axis that is perpen- 
dicular tò the sun. Uranus alone lies on its 
side, with its axis pointing towards the 
sun. Uranus was probably heaved on to 
its side by a collision with a gigantic 
body—perhaps the size of the earth—but 
. Voyager's visit leaves that question open. 
- The encounter. did, however, bump the 
number of rings up from nine to 11; and 
of moons from five to 15. 
.. The Voyager data has helped scientists 
learn more about. how planetary rings 
were born and why they survive. Uranus’s 
-ate decidedly odd. The inner one appears 
to contain no particles smaller than boul- 
ders. That is a mystery. Frequent colli- 
-Sions between -boulders should have 
smashed at least some of them into dust. 


















Jupiter. When Voyager passed Saturn, it 
counted something like a million particles 
-a centimetre wide for every boulder a 
metre wide. Another difference is that 
-the Uranian rings.are thin dises with sharp 
~ edges; Saturn’s were thick and fuzzy. 
Voyager scientists have come up. with 
several explanations for the absence of 
dust. Both the rings and the newly discov- 
ered moons appear to be made of a dark 
material, perhaps because they are coat- 
ed with organic compounds. Uranus con- 
tains large amounts of methane, as well as 
the water-ice which is thought to make up 
about half its mass. Together, these could 
“generate hydrocarbons. Hydrocarbons 
are often sticky: they might encourage 
“small particles to clump together into 
bigger ones. The synthesis of the com- 
pounds could be helped along by the 
extra energy given out by Uranus’s “elec- 
“troglow”’—the unusual envelope of 
“charged particles surrounding the planet. 
Another. theory is that gravity is: re- 
sponsible for the absence of dust. Until 
Voyager, scientists had not realised that 
the Uranian atmosphere penetrates right 
into the ring system, where its drag could 
trap smaller, lighter particles and allow 
them to be sucked into. the planet by 
gravity. Another type of drag—producing 
a similar effect—could be caused by Voy- 
ager’s weirdest finding: Uranhs’ s S lopsided 
magnetic field. 
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‘There is plenty of dust around Saturn and -D 


” Before Voyagen scientists expec 
planet's magnetic field to be small. Ura- 
fringe of the solar 
‘system keeps the pinet cold (its surface is 
only about 60° above absolute zero), with 
little likelihood of possessing a hot, me- 
tallic:core of the kind that gives the earth 
its strong magnetic field. Yet the Uranian 
magnetic field turned out to be roughly as 
strong as earth’s. 

Odder still is the field’s shape. It is 
slanted at. 60° to the planet’s angle of 
rotation, and displaced from the centre by 
a third of the planet’s radius. As a result, 
it sweeps about wildly as Uranus rotates. 
Which leads to a‘theory, Whenever it 
passes through the ring belt, the magnetic 
field could tug small particles out of the 
plane of the rings, to be sucked by gravity 
into the planet. 

H Uranus contains little metal, what 
produces this magnetic field? The best 
guess at present is that enormous pres- 
sures near the planet's centre compress 
and heat an ocean of water, and possibly 
ammonia, to the point at which the mole- 
cules break down into a mass of charged 
particles, generating a magnetic field. 
The. existence of this internal source of 
heat could also explain why the planet’s 
temperature is uniform across its surface 
despite the fact that one- pele ‘points 
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The unreal thing 


When Coca-Cola introduced a “new for- 
mula” in 1985, America took it badly. So 
badly that the company. soon had to 
bring back its “classic” formula to rescue 
plunging sales. But is classic the same as 
old? Since Coca-Cola keeps its recipes 
secret, this is a question for scientists. 
The answer is no. Dr Leigh Wyborny 
and Dr. Ira Shannon, dental scientists 
from Houston in Texas, have analysed 
old and classic Coca-Cola using a tech- 
















theory that the presence of two moon: 
rotating on either side of a planetary riny 


could prevent particles from the ring frou 
drifting away into space. Voyager brougi 
good news. Two of the new moons 
discovered do. appear to be shepherdin 
the neatest of the planet’s rings. 


Graphics chips | 
Faster on the draw 


Manipulating images is back-breakin 
work for computers. Complex software 
needed to do jobs as simple as drawing 
circle. Tomorrow’s computers will del 
gate such jobs to fast, specialised graphic 
chips. Sensing big sales, Texas Instr 
ments, Intel and NCR have. all produce 
such chips. The first products to use the 
are expected to reach the shops by d 
end of the year. 

The chips are needed to overcome th 
clumsy way computers draw. People dra 
by moving their pencil around the: outlin 
of an object, connecting up the corner 
Some specialised computer displays: d 
the same thing. But such ‘‘line-drawing 
displays are expensive, and slow at drav 
ing text. So. most computers: now us 

“raster”. displays. On these the “pen 
(usually an electron beam) moves froi 
top to bottom-of the screen in a series 4 
horizontal lines, or rasters: 

To draw on a raster display, the con 
puter must first calculate where the ou 
line of the object to be drawn intersec 
each of the rasters. These points of inte 
section are then stored in a special file i 


nique called gas-liquid chromatography 
that allows them to isolate and identif 
the sugars present. They have reveale 
their results in the journal Nature. 

‘The old formula had—or at least it did 
in April 1983—4.7% sucrose (ordinary 
table sugar), 2.9% glucose and. 3.3% 
fructose. The classic formula now on sale 
in America has the same total ‘sugar. as 
the old (10.9%) but made up of glucose 
and fructose: there is no sucrose init. 

The two scientists note that replacing 
sucrose has enabled Coca-Cola to take 
the dreaded word “sugar off the ingre- 
dients list, which now says coyly “high- 
fructose corn syrup and/or sucrose”. 
High-fructose corn syrup is an ‘upstart 
sweetener that has been eroding cane- 
sugar’s market. 

Coca-Cola says it- changed the label to 
make clear to customers that its bottlers 
were entitled to. choose between high- 






‘fructose corn syrup and sucrose, The 
difference, the company adds, is not 


material, Both sucrose and high-fructose 


{ corn syrup bail down to the same ingre- 


- dients: glucose and fructose. The taste, 
- Coca-Cola insists, is identical. 










e computer's memory, which acts as a 
mplate for the display, Each part of this 
[isplay memory corresponds to a point on 
screen. As the electron-beam pen 
ns across the screen, it also scans 
Whrough the memory. Every time the bits 
im memory are turned on, the beam paints 
# dot.on the screen. 
-Using a memory template for painting 
he screen allows raster displays to make 
up for their clumsiness in drawing with 
bees dexterity in handling text. Instead of 
-alculating which dots need to be turned 
henever a character is displayed, the 
mputer stores a table containing the 
ttern of Os and 1s which need to be 
ded into the screen memory to display, 
way, an “a”. To print the “a”, the proces- 
vor simply looks it up in the table, and 
mads what it finds there into the screen 


















ory. 
Beers chips promise to improve 
toth the printing skills and the artwork of 
laster displays. This is how: 

Line-drawing. The central-processor 
sed only tell the graphics chip the end 
soints of a line, and the chip will calculate 
“here it intersects the screen’s rasters 
ind, thus, how to draw it. The chips can 
liso handle other simple geometric 
hapes, like circles, arcs and polygons. 

Text. The graphics chips allow charac- 
brs to be displayed in many different 
wpefaces. Instead of just one table of the 
fit patterns which create characters on 
ae screen, the new graphics chips pro- 
ide a choice between several such ta- 
lles—each containing a different 
ypeface. 

Windows. New-style computer pro- 
rams often display several different 
ages of text and/or graphics at once by 
iving each its own “window”. Windows 
bux up all or part of the screen. They 

be moved about. And, in many 


rograms, one window can be superim- © 


osed on another, or overwrite it. Here, 
%0, graphics chips speed computing by 
iking over display-work from the central 
rocessor. 

The trick is to give each window its own 
‘ction of memory. In this memory. is 
2pt the pattern of 0s and 1s which, when 
anslated into dots on the screen, will 
eate the picture and/or text the window. 

to contain. Displaying or moving a 
indow thus consists of piecing together 
aickly these blocks of data. Graphics 
lips take over this work from the central. ` 

‘ocessor. The chips need to be told only: 
€ size of the window to display, where 
i put it; and whether to overwrite that 
irt of the screen or superimpose the new 
indow on to it. 

Intel sees a good market for its 82786 
ip among the business computers that 
ready use its 8086 and 80286 micro-- 
ocessors..It has ambitions to include the 












_ Texas Instruments can be programmed to 


Popular science mohthlies in America 
are in trouble. Half a dozen new titles 
were launched in the late 1970s as inter- 
est in the mysterious things going on 
behind laboratory walls began to soar. 
Readers loved them; advertisers, alas, 
did not. Earlier this month, Time Inc-— 
which launched (and relaunched) the 
best-selling, but unprofitable, science 
monthly. Discover in-1980—bought, and 
promptly closed, its fiercest competitor, 
Science 86. Time wants to do likewise to 
Science. Digest. Scientific American, 
which has lost money in recent years, has 


pedneivn ns 
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also. been sold. Its new proprietor is 
likely to be Verlagsgruppe Georg von 
Holtzbrinck of Stuttgart. 
‘Scientific American, founded 141 
years ago and doyen of the popular 
scientific press, was. put on the auction 
block in March when its owners realised 
` that losses on the magazine could drag 
“down the whole company. Scientific 
American Inc also owns W. H. Freeman, 
a textbook publisher, and Scientific 
American Medicine, a looseleaf monthly 
for doctors. 

Out of seven companies invited to bid 
for the group, all but Time were non- 
Americans (International Thomson Or- 
ganisation, Elsevier, Reed Internation- 
al, the Mirror Group, The Economist 





chip in the engineering-design computers 
being designed around its more powerful 
80386. processor. The company’s com- 
manding lead in the central-processor 
market—its processors. power IBM and 
IBM-compatible computers—give its new 
chip a head start over its rival from Texas 
Instruments. Texas Instruments has re- 
sponded by making its chip more versa- 
tile. While the functions of Intel’s chip are 
locked into the hardware, the chip from 








The grea sci-mag shakeout 







SCIENCE AND TECHNOLOGY 


Newspaper and Holtzbrinck). Tenders 
ranged from $34m to $52.6m (The Econ- 
omist bid $40m). A final drama occurred | 
after the deal with Holtzbrinck was ` 
struck when Mr Robert Maxwell, the 
owner of the Daily Mirror Group and 
Pergamon Press in Britain, raised his 
offer from $34m to $61m. The new offer 
has left Scientific American in a 
quandary. 

Holtzbrinck will have to do more than 
merely dig deep into its pockets. Even 
Time, with enormous resources, ‘has 
found that the road to scientific enlight- 
enment is hardly paved with gold. De- 
spite its 920,000 circulation, Discover has 
yet to break even. A year ago, the 
publication was relaunched with a new 
editorial team and given a couple of 
years to show a profit. Disposing of the 
up-market Science 86, which was pub- 
lished by the American Association for 
the Advancement of Science, has bought 
Discover a little more time. Acquiring 
Science Digest (a reported $1m has been 
offered to its owners, the Hearst Corpo- 
ration) will remove the remaining com- 
petitor for advertisers. 

Scientific American (circulation 
620,000) is not short of readers; but has 
suffered, like the newcomers in popular 
science publishing, from not having cir- 
culation massive enough (the Smithsoni- 
an museum’s monthly has a circulation 
of 2m) or select enough to appeal to 
advertisers, 

Time hopes to push the circulation of 
its science magazine well over 1m by 
persuading subscribers from its two.main 
rivals to join Discover. Even that may 
not satisfy the advertisers. Makers of 
scientific equipment tend to advertise in 
specialist trade publications or learned 
journals. All the popular science maga- 
zines can offer are practitioners and 
enthusiasts—and not particularly big- 
spending ones at that. Business maga- 
zines mop up most of the lucrative pres- 
tige advertising in America. 

The. sad fact for the popular science 
magazines is that people interested in 
science tend to range from schoolchild- 
ren to university professors. They are 
simply not paid enough to raise more 
than the odd spark of interest behind the 
plateglass windows of Madison Avenue. 

































































































learn new tricks. Texas Instruments 
thinks that computer designers prefer 
versatility; Intel thinks they need the 
speed and simplicity of a hard-wired chip, — 
NCR has different plans. Successful com- 
puters for the home—such as Commo- 
dore’s Amiga and Atari’s ST series—sell 
largely on their ability to draw impressive 
pictures. NCR reckons that computer 
makers that put its new graphics chip in 
their products will be able to give Amiga 
and Atari an art lesson or two. 
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The mysterious heart of matter 


(INWARD BOUND. By Abraham Pais. Oxford University Press. 666 pages. £20. 
Available in America from OUP, $24.95. IN SEARCH OF THE BIG BANG. By 
John Gribbin. Heinemann. 413 pages. £14.95. 


is 60 years since the giants of modern 
sics—Planck, Einstein, Bohr, Heisen- 

Jerg and the rest—shattered the confi- 
Jent judgments of the nineteenth century 
by showing that space, time and matter 
are much stranger things than anybody 
aad supposed. The description of the 


structure of the atom; the explanation of — 


particles as waves and the apparently 
sontradigtory explanation of waves (like 
light) as particles; most of all, perhaps, 
he so-called “uncertainty principle” 
‘which says that some things are not just 
snknown but unknowable)—these are 
among the greatest achievements of the. 
suman intellect. Yet despite the long gap, 
‘ew people have much idea of what the 


sioneers did, why it matters or what their - 


maccessors have been up to since the 
second world war. The electronic revolu- 
fon is far better understood. 
This is partly because schools persist in 
tducating children in the ways of Newton. 
Mudents are encouraged to believe that 
$: is a kind of absolute and that space is 


ore or less as it appears to be, regardless. 


if who is observing it. Both ideas are now 
hought to be wrong but the reasons why 
we contained in writings that make 
french structuralists look lucid. The 
teart of the matter, quantum physics, isa 
nathematical theory that resists. transla-, 
ion into ordinary language because the 
vorid it describes is so unlike anything in 
vestern experience. 

“Inward Bound” overcomes some of 
hat resistance. It traces the development 
if modern physics from 1895 to the early 
‘980s—from the discovery by the Ger- 
nan scientist, Wilhelm Röntgen, of the x- 
ay, which gave the first hint that the 


tom might have a structure of its own, to © 


wo recent achievements. The first was 
he discovery, in 1982, of the z-particle, 


*hich confirmed that it is possible to- 
nify two of the four so-called fundamen- 
al forces of nature. The second was the - 
drmulation of the bizarre ‘“‘superstring” 


theories in 1985, which postulate that. the 
universe is ten-dimensional, and consists 
of strings rather than particles. ; 

_ The book is invaluable not only for its 
completeness but for the intimacy it es- 


-tablishes with its principal characters. 
. The author, Mr Abraham Pais, wrote a 
scholarly biography of Einstein (‘‘Subtle. 


is the Lord”) and worked with many of 
the pioneers’ inheritors during the past 30 


: years; the second half of his book takes 


the form of a personal. memoir. It 
abounds with entertaining anecdote. 

Mr Pais is an eminent scientist himself. 
He was the originator of the compelling 
idea that the many sub-atomic particles— 


-including those which are supposed to 


carry forces—can be lumped together 
into groups, rather as the elements are 


grouped together in the periodic table. 
~ Such a search for abstract symmetrical 
-relations between particles and forces 


(which can be regarded as streams of 
“carrier particles”) is what postwar phys 
ics has been about. 
Anecdotal as it sometimes is, “Inward 
Bound” is hardly commuter-train read. 
ing. It contains much mathemati 
though it is not essential to understand its 
daunting equations in order to follow th 
ideas. The book is for those who want t 
understand the technicalities of twenti 
eth-century physics. It shies away from 
helping the layman understand the impli- 
~ cations of what physics has to say. me 
More help is to.be found in Mr John 
Gribbin’s “In Search of the Big Bang”. It 
looks like a book about astronomy. That, 
indeed, is where the book begins—wit 
Edmund Halley and the early nineteent 
century German scientist, Heinti 
‘Olbers (who asked why, if the universe i 
as ‘big as it is cracked-up to be, the vas 
number of stars that must fill it do no 
make the night sky blaze with light). 
_ At first sight, no two things could be 
farther apart than the infinitely-minute _ 
world of subatomic particles and the ever- 
expanding universe. In fact, the big 
bang—whose occurrence was deduced 
from observations by an American as- 
tronomer, Edwin Hubble, in 1929—has 
everything to do with quantum physics. 
So do strange phenomena like black holes 

































































“There goes Williams again. . . trying to win 
support for his Little Bang theory. j 


took an intelligent and chatty look at the 
paradoxes of the quantum world, reveals 
such links without assuming prior knowl- 
edge of quantum physics. 
“The big bang—the moment around 18 
billion years ago when the universe start- 
ed to burst out from a single point—is the 
archetypal event of quantum physics. Ex- 
plaining how all that energy transformed 
itself into matter, “spacetime”, the ele- 
‘mental forces and then planets and stars is 
an exercise in quantum physics. Mr Grib- 
bin spends nearly half his book explaining 
the subatomic physics which underlie the 
creation of the universe. Along the way 
he manages to be witty, entertaining and 
learned. His book is the work of an expert 
raconteur. 

Though even the best popular books on 


they answer, Mr. Gribbin gives as many 
‘Satisfactory answers as it is reasonable to 
expect. Wholly convincing descriptions of 
the quantum involve volumes of mathe- 
matics and years of study. But such books 
‘show that, in modern physics, a little 
learning is indeed a dangerous thing; 
some well digested knowledge can help. 


Telecommunications 


Europe engaged: 
please try later 


SUNRISE EUROPE. By Ian Mackintosh. 
-Basil Blackwell. 288 pages. £17.50. 


Should European governments invest bil- 
The question ‘is timely. The. American 


‘multinational company ITT is selling its 
international telecommunications busi- 
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physics often raise more questions than , 


lions of public ecus in a high-tech future? _ 


-it has a trade surplus (laudable goals, 





ness to France’s 
ité (CGE); the deal will 
catapult a Europeaf company into second 
place in the world) telecommunications 
business. Mr Ian Mackintosh reckons thata 
thriving telecoms business ought to be the 
kernel of the continents technological 
renaissance, though its author says that 
governments, not American businessmen, 
should act as the spur. 

That something needs to be done about 
Europe’s.information technology (IT) is 
clear from the first part of “Sunrise Eu- 
rope”. Its account of how America and 
Japan left Europe behind in electronics 
makes depressing reading (for Europe- 
ans, that is). Though the tale has been 
told. before, Mr Mackintosh, who is a 
respected telecoms consultant, tells it 
better than most. 

As employment in traditional manufac- 
turing industry stubbornly refuses to 
grow, politicians have looked to IT to 
create more jobs. But Europe continues 
to muddle on with its score of languages, 
its umpteen national computer- and tele- 
coms-companies, and its libraries full of 
import rules and procurement. regula- 
tions; and every year, Europe’s share of 
world markets declines. Its share of its 
own markets is in decline, too, except 
where protectionism bolsters the unfit. 
The result is lower employment in this 
supposedly buoyant business. — 

The author reckons that in the past 20 





















































years, Europe’s share of the world market ` 


for electronic products has declined from 
25% to 19%; he thinks that the share will 
fall below 10% by the end of the century 
if this goes unchecked. Such a decline 
would mean that 200,000 jobs will be lost 
in the IT business (while Japan and Amer- 
ica will each create perhaps 2m jobs by 
the year 2000). Europe’s trade deficit in 
IT products will widen to perhaps $45 
billion. 

To stay in the high-tech race, European 
companies need to. compete internation- 
ally; to do that, they must be bigger and 
fewer. But how big and how few? With 
regrettably little argument, and examples 
drawn from America alone, Mr Mackin- 
tosh concludes that an IT company needs 
to have a turnover of $4 billion or more. 

This figure can apply only to big; R&D- 
intensive concerns which make comput- 
ers and telecoms switches, not to software 
companies. (the largest of which, Lotus 
Development, had a turnover last year of 
$225m).or to makers of peripheral equip- 
ment. Until the deal between rrr and 
CGE, barely a European group had a 
turnover of $4 billion. But let the figure 
pass. 

- Mr Mackintosh thinks that, if Europe i is 


-to win 25% of the world market for IT 


products by the year 2005 and ensure that 


te-owned Compagnie a 


bath). it “wall: need about: 25 “$Abillio 


companies. He arrives at this numbe 
through some heroic guesswork and cor 
cedes that it is only a “broad estimate” 
The number looks high: fewer, large 
groups are surely more likely to emerge 
North America’s entire telecoms-equit 
ment market is served by only thre 
domestic companies. 

There follows some fancy mathemat 
cal footwork as Mr Mackintosh struggle 
to calculate how much capital investmer 
would be required to produce companie 
of this size. Answer: $300 billion over 2 
years. (This is another of the author’ 
“broad estimates” .) 

And where is this staggering sum t 
come from? From governments. M 
Mackintosh says that governments ougt 
to intervene in the telecoms busines 
because (a) they can influence it throu 
their policies on what equipment to b 
(b) telecoms is a crucial part of th 
vaunted “information age” and (c) it is 





Too many cooks 


huge business. In 1983, Europe’s tele 
communications authorities spent mor 
than $17 billion-on telecoms equipment- 
about the same as on all kinds of compu! 
ing put together and much more than an 
other part of the electronics market. 

Mr Mackintosh does not propose any 
thing so-unsophisticated as straight hanc 
outs. Instead, he argues for the construc 
tion of a so-called “Eurogrid”. Thi 
would be a broad-band telecoms netwe® 
encompassing all of Western Europe 
would cost the princely sum of $35 
billion. It is rather like the Star-War 
project, making work for domestic com 
panies and supposedly providing a gran 
payoff: in this case a comprehensive anc 
most important, standardised networ 
which would allow European companie 
to exchange data, television images an 
speech easily and cheaply. 

There is little chance that such a va: 
sum will be amassed; even if it were, th 
thought of a pan-European bureaucrac 
spending it sounds like a nightmare. Et 
rope does not seem ready for. such 
venture: it is already behind on its a 
tempts to standardise two large project 
(called the Integrated Services. Digit: 
Network and the Open Systems Intercor 
nection). But, if Mr Mackintosh’s solv 
tion does not inspire confidence, his ana 
ysis of the problem’s urgency does. An 
desperate ills sometimes t require despei 





: ate remedies. 
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Officials with 
secrets 














ABINET. By Peter Hennessy. Basil 
pawel, 230 pages. £19.50, paperback 
7,50, 
ere is nothing mysterious about cabi- 
met government. Every democracy and 
nost- dictatorships have their cabinets; 
/sompanies have their boards, universities 
eir councils. All these show the charac- 
eristic mixture of strong chairmanship, 
(extensive delegation and the use of for- 
al procedures to legitimise the making 
and content) of countless informal deals; 
only thing that makes Britain’s cabi- 
appear mysterious is the secrecy sur- 
unding its operations—secrecy that 









Arguments about the deteriorating envi- 
ronment are long on passion, short on 


facts, World Resources 1986. (published © 


by Basic Books for the International 
Institute for Environment and Develop- 
ment; £22.95) will not settle many such 


“arguments but it should at least make. 


io them. better informed. The first of a 
„planned annual series, it is a compendi- 
<o um of statistics culled from almost every 
country and ranging from the: distribu- 
tion of the world’s seaweed to deaths 
from accidental pesticide poisoning. 
“There has been no book quite like it 
< before; nor would it have been published 
but for the encouragement of Mr Robert 
` McNamara, the head of the World Bank 

in 1968-81. 

The book is divided into sections on 
the earth’s basic resources—the soil, 
water, air, wildlife and people. Its most 
alarming statistics come from. Africa, 
where the population is increasing by 1m 
every three weeks, despite an infant 
mortality rate as high as 15% and a life 
e ancy of under 50. 

ough the book’s myriad statistics 
Tuns a common theme: that. healthy 
human life and the environment depend 
on each other. A cliché? Perhaps, but 
the numbers seem to bear it out. In 1980 
(ie, before the African famine), 700m- 
800m of the world’s 5 billion people ate 
less than 90% of what the Food and 

Agriculture Organisation says is needed 
to: sustain a healthy life; of these, half 
~had less than 80%. But even if they had 
; enough food, water-borne diseases, 
: which cause chronic intestinal infections, 

would lead to malnutrition. Such infec- 

tions cause 80% of infant mortalities in 
the third world. Along with water short- 
J ages, they result in 25,000 deaths a day. 








n both counts, Africa fares worst: it. 


presumably makes cabifet ministers, like 
freemasons, feel impogant. 

Mr Peter Hennessyfis a scholar-jour- 
nalist (briefly on the 
per and now at the Policy Studies Insti- 
tute). “Cabinet” is the first broadly 
conceived study of British government at 
the top since Mr Patrick Gordon Walker's 
of the early 1970s. The author draws on 
diaries and memoirs, transcripts of inter- 
views, unpublished documents in the 
Public Record Office and oceans of “pri- 
vate information” (which laconic phrase 
appears in no fewer than 88 of his volumi- 
nous footnotes). 

Mr Hennessy is charmingly ambivalent 
about the cabinet’s alleged mysteries. He 
is by nature a debunker and revels in 
publishing charts of “secret” cabinet 
committees and in showing how (as in the 
Westland affair) the cabinet system’s 
Rolls-Royce bodywork may conceal an 
engine filled with rust, nails and gunge. 





A consumer's guide to the globe 


is the only continent where food produc- 
tion per head is declining; and rainfall in 
the Sahel is, on average, less than it was 
30 years ago. The map shows that in 
most of Africa—as in the Middle East, 
Australia.and parts of the western Unit- 
ed States—the water shortage is severe 
{ie, each year those areas get 1,000 
millimetres or less than the amount re- 
‘quired for vegetation). 

The book sometimes gives the impres- 
sion that ecological disaster will strike 
tomorrow. It says, for instance, that no 
less than 25-40% of the tropical rain 
forest. that existed before this century 
had vanished by 1980 and that each year, 
an area of tropical forest the size. of 
Austria is converted to other uses, en- 
dangering im of the earth’s 5m-10m 
species of animals and plants. Such fig-. 
ures are guesses. If the rain forest has 
been disappearing for so long, why is the 
early 1980s a time of impending crisis? 
World water supplies _ 





- *Figures not available 
Source: World Reco 
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But with another bit of himself, he clearly. 
stands in awe of the cabinet system and 
wants it to remain—or at least to seem— 
mysterious. Otherwise. how could hie r 
veal hidden truths about-it? The under- 
tow of nostalgia in “Cabinet” is unmistak- 
able. A photograph on the cover shows 
the author wearing a track suit with the 
name “Attlee” emblazoned across’ the 
chest. If only, Mr Hennessy seems to say, 
Britain’s cabinet were as vital as it was in 
my hero’s day . . . ; 

The impression of nostalgia is rein- 
forced by the book’s largely narrative 
structure. Most.of the chapters deal with: 
the recent history of the cabinet machine. 
(with comments on the machine-minding 
styles of the six cabinet secretaries since 
Lord Hankey during the first world war 
They explore the cabinet’s postwar deve 
opment (as the system tried to cope with 
increasing problems of “overload”), look 
at the approach to decision-making of the 













































A possible answer: because ofthe 
increase in the third world’s population 
since the 1950s. Half the world, the book 
reckons, depends on firewood alone for 
fuel. The resultant scarcity encourages 
people to burn animal dung instead: of 
wood (thus reducing the earth’s supply 
of natural fertiliser) and, perhaps more ` 
important, damages the soil. Accordin 
to “World Resources”, as much as 40% 
of the bit of Africa which is not already. > 
desert isin danger of becoming. so. .. 
Trees, of course, are not in danger 
only in the tropics. “World Resources” 
includes a prescriptive chapter on acid 
rain and Waldsterben, or forest death. It 
says that catalytic converters and lead- 
free petrol should be mandatory; that 
sulphur dioxide emissions from factories 
should be banned and that controls 
should be imposed on nitrogen. ferti- 
lisers. A healthy environment is obvious- 
ly beneficial but. such prescriptions— 
especially the second—leave the. world 
of useful information and enter the ` 
dreamy realm of wishful thinking. 
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_ present prime minister (according to Mr 
_ Hennessy, her efforts to turn Number 10 
into an argument-free zone have been less 
successful than outsiders often imagine) 
and show the varied ways in which prime 
ministers have handled the delicate prob- 
lem of atomic weaponry (Attlee never 
consulted the cabinet on the subject; 
Churchill did three times). 

“Cabinet” is a substantial achieve- 
ment. Cabinet ministers will learn much 
from it; students (and their teachers) will 
learn even more. The author’s own sug- 
gestions for plugging “the hole in the 
centre of government” (including better 
staffing and reduced ministerial work- 


ARTS 


Europe is discovering Ireland’s theatrical 
tradition. Samuel Beckett's adopted city, 
Paris, is celebrating his birth near Dublin 
80 years ago by staging almost all his 
plays. The Dublin Gate Theatre's tribute 
to him, “I'll Go On”, is heading for the 
Edinburgh Festival after a run in London. 
And a new generation of writers is com- 
ing into its own. To pick three at random: 
Tom MclIntyre’s “The Great Hunger” 
will join “I'll Go On” at Edinburgh; 
Frank McGuiness’s “Observe the 
Sons of Ulster Marching towards 
the Somme” is due to open on July 
24th at London’s Hampstead The- 
atre; and Britain’s Arts Council 
gave this year’s award for best new 
play to “Rat in the Skull” by the 
Northern Irish writer Ron Hutchin- 
son. The play also scored a critical 
bullseye in New York. 

At home (Southern) Irish play- 
wrights enjoy advantages which 
make other countries turn emerald 
with envy. Dublin, a city of fewer 
than 1m people, supports nine the- 
atres. Attendances are high. The 
Gate Theatre regularly plays to 
near-capacity houses. Though the 
Gaiety’s artistic director, Joe 
Dowling, describes Dublin audi- 
ences as “middle class, middle aged 
and middlebrow”’, he packs them in 
and does not have to stage an 


t alongside the chro- 
ple, Mr Hennessy 
t Gowing, the philos- 
opher of nuclear deterrence: “I find it 
very odd what goes to cabinet and what 
does not.” But nowhere does he try to 
answer her implied question. He believes 
that Britain’s relative economic decline 
stems from the misguided policies and 
actions of successive British governments 
and that these policies and actions are, in 
turn, related to defects in the structure of 
British government. These are long intel- 
lectual leaps and Mr Hennessy does not 
make them convincingly. 








~ Sodom and Begorrah revisited 


DUBLIN 


The reputation of the Irish theatre abroad stands higher than for many 
years. Our special correspondent reports 


unbroken diet of Oscar Wilde to do it. 
Only the flagship of Irish drama, the 
Abbey Theatre, is floundering. Last year, 
attendances dropped to 63% of capacity 
(less than the theatre needs to break 
even). This is not just for lack of public 
money. Though the Arts Council in Ire- 
land has a paltry I£5.8m ($8m) a year to 
distribute among the arts—about [£1.80 
per head, one of the lowest in Europe— 
the Abbey receives [£1.5m of that. Any 








hint of declining standards gets short 
shrift and long publicity. The Abbey is 
the seat of Ireland’s national theatre and 
of Irish-language drama. It carries the 
burden of an illustrious history. 


Goldsmith to Friel 

Ireland's theatrical tradition starts with 
Oliver Goldsmith and John O'Keefe 
(who wrote “Wild Oats”) in the eigh- 
teenth century. It includes Oscar Wilde 
and George Bernard Shaw and culmi- 
nates, in this century, with an impressive 
array of writers, which includes Sean 
O'Casey, J. M. Synge, W. B. Yeats, 
Brendan Behan and Samuel Beckett. 

This tradition has in turn nurtured Irish 
acting. Yeats, Edward Martyn and Lady 
Augusta Gregory founded the Irish Liter- 
ary Theatre at the turn of the century; in 
1902, Willie and Frank Fay formed 
company to produce Irish plays. An mg 
gam of the two groups became the Iri 
National Theatre Society, which found a 
permanent home at the Abbey Theatre in 
1904. (In the 1920s, the Abbey and Gate: 
Theatres were known as Sodom and Be- 
gorrah after their homosexual mores). 

The new generation of dramatists hasi 
taken the traditional quality of Irish the- 
atre—which Christopher Fitz-Simon, the 
director of the Abbey defines as an indig- 
enous lyricism, blurring the distinctiom 
between drama and dance—and given it a 
political edge. Like the younger genera- 
tion of American playwrights, Irish dra- 
matists paint their country’s bitter history 
on a small scale. 

Brian Friel’s “Translations” looked atl 
the British colonisation of Ireland, the 
decline of the Irish language and the 
famine of 1846-54 by showing the impac# 
of a group of British-army map-makers 
on a peasant community. The quality 
Irish writing is not in doubt, yet as 
Dowling remarks, “‘the Irish Tour- 
ist Board quotes O'Casey, Yeats) 
and Joyce, but their successors are) 
on the breadline”. 

This is a pardonable exaggera~ 
tion. The breadline thrives. But fom 
all its success at home and in Eu: 
rope, Irish theatrical life is stib 
overshadowed by London’s Wesi 
End. Many Irish playwrights live im 
England and it is common practice 
for West End managers to acquire 
the rights to new plays, not only im 
Britain but Ireland too. Yet the 
Irishness of Irish drama remains— 
and continues to be exported eves 
though as Christopher Fitz-Simon 
says, “Irish theatre has a distinctive 
voice that it takes a long time tc 
understand abroad. Ireland is a: 
foreign as Holland. It is not 4 
province of Britain like Eas 
Anglia.” 
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OURSES 


_. September 21-October 30, 1986 


Carnegie Mellon University 
Program for Executives 


Pittsburgh, Pennsylvania 








March 1-April 9, 1987 


_Anintensive six-week program that has been training upper-level managers since 1954. 


Participants 


The program is designed for experienced executives holding 
~~ general management or specialist roles in the higher echelons of 
their organizations. Approximately 25 percent of the participants 
e from countries other than the United States. 


Program 


Program content is integrated and wide-ranging. Topics include: 

management of competitive strategy, global competition, : 

accounting and financial management, economics and the busi- 

ness environment, human resources, Management of technology, 
. Marketing, and.crisis management. A 3 


> Faculty 


_ Instructors are from Carnegie Mellon University's Graduate Schoo! 
of industrial Administration and other leading universities. Classes 
„are supplemented by frequent quest lectures by leading 
industrialists, scientists, educators and government — 
“representatives. l 
















Putting People First is 
involving all your staff: 


_@ To encourage them to give real attention to colleagues and 


customers alike. 


@ To establish a common sense of purpose within the organisation. 


@ To unlock each individual's potential, 
Give your organisation the. 

_ advantage of Putting People First. 

_ Complete the coupon or telephone: 


Scandinavian Service School, 50 High 
Solihull, West Midlands B95 5AN dom. 


33 TM INTG. Telefax: (056 42) 3033 
: WHO ARE PUTTING PEOPLE FIRST. _ 


PUTTING PEOPL 





E FIRS 


an intensive two-day training programme 







SCANDINAVIAN 
SERVICE SCHOOL 

“AN associate company of Time Manager international. 
Street, Henley-in-Arden, 


Objectives 
The program is designed to: 
* develop an integrated view of management. 


+ emphasize the company’s strategic fit in its competitive 
environment 


"+ increase analytical, communication and leadership skills 


Fees 


The tuition of $8,500 (U.S.) includes course notes, books, 
materials, some meals, and the use of computers, libraries, and 
athletic facilities. Room charges are $2,400 (US.) for the six-week 
period. 

Further information 

Please contact: Robert Dalton, Associate Dean/Director of Execti- 
tive Education, Graduate School of Industrial Administration, 


Carnegie Mellon University, Pittsburgh, PA 15213. Telephone 
(412) 268-2304. Telex 469002. 
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-THE INTERNATIONAL CENTRE FOR 
"MONETARY AND BANKING STUDIES 


1986 GENEVA 
SECURITY ANALYSIS AND PORTFOLIO 
MANAGEMENT PROGRAM 
COURSE MODULES: 


1) SEPTEMBER 1-5: 
INTEREST AND EXCHANGE-RATE 
ECONOMICS AND FORECASTING 


2) SEPTEMBER 8-26: 
BONDS, FINANCIAL FUTURES, 
SWAPS AND OPTIONS 


i) Bonds: September 8-12 
ii) Financial Futures and Swaps September 15-19 
Jii) Options: September 22-26 


These. two ‘courses provide a unique opportunity for. finance 
professionals including portfolio managers, investment and 
`. corporate bankers, economists, and analysts, who seek expo- 
. sure to the fundamentals and most recent technical develop- 
ments in the field. 


-Senior Faculty: N. Saidi, I. Cooper and S. Schaefer 


Further Information: Greg Vit, ICMBS, cp 36, CH-1211. 
Geneva 21 : 


















Tel: (022)-34 95 48. Tx:28 167 peace ch. 


Oxford 
Corporate 
Finance and 


Strategy 
PrograMME 2-160012 


Director: Dr Jack Broyles 


For Senior and Professionals 

To provide senior managers. with a thorough 
understanding of the financial dimensions of strategy 
and of the process of developing, implementing and 
controlling financially successful strategies. An 
intensive and highly interactive programme directed 
by a noted author for a limited number of Corporate 
and Divisional Managing Directors, Finance Directors, 
Chief Accountants; Planners, Treasurers, Bankers, 
Venture Capitalists and Selected Professional Staff 
Four days. 


Price, £1100 - residential. 


. For details apply to Michaela Bargent, Tei (0865) 735422 
Telex 83147 attn TEMCOL. Telecopier (0865) 736374 


» Templeton College 




















War The Oxford Cente for Management Studies. Oxford OX! SNY 


‘Speak a language 
(THE GIFT OF A LIFETIME). 
















ne 
LEARN TO SPEAK FRENCH 
BY TOTAL NATURAL IMMERSION 





with French participants for 7 
intensive daysin the DORDOGNE serine cs eee 
Chateau LA VALOUZE 







tel. 539144 28 J.i Lefevre CIEL. BP 180 eta 


24490 LA ROCHE CHALAIS - France 





Suite 788, 31 Kensington 
London W8 2i 
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UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for people who want to be more effective. and 
secure in their Jobs or Professions. 


HELO DOCTORATE Degree by 
are 


sare 
industry. We will assist you i completing : requirements 
without formal classes or seminars at your own pace and time. 

Send detailed résumé on work life and academic experience for a no 


PACIFIC WESTERN UNIVERSITY. 


800 N Sepulveda Bivd; Los Angeles, California 90049-——Dept 137--USA 








APPOINTMENT 


[ THE JOHNS HOPKINS UNIVERSITY 


The Johns Hopkins University seeks candidates for the 
position of Provost of the University. The Provost is the 
chief academic officer of the University reporting directly t 
the President. 








The Provost supervises the academic administration of 
the University, including the Schools of Arts and Sciences, 
Engineering, Continuing Studies, Medicine, Nursing, Pub- 
lic Health, and the Peabody Conservatory in Baltimore, 
Maryland, as well as the School of Advanced International 
Studies in Washington, DC, with centres in Bologna and 
Nanjing. 


Natural and social scientists and scholars in the human- 
ities with administrative experience and significant profes- 
sional achievement are encouraged to apply. 


Résumés should be sent by August 15, 1986 to: 


Professor M. Gordon Wolman 
Chairman, Search Committee 
Department of Geographical and Environmental 
Engineering. a. 
The Johns Hopkins University 

Baltimore, Maryland 21218 

Telephone: (301) 338-7090 
| The Johns Hopkins University is an affirmative action, equal 
foe ee -opportunity employer. _ 






























APPOINTMENTS 


ECONOMIST 


The National Council of Building Material Producers wishes to 
appoint an. Economist to.head a small team preparing forecasts, 
Statistics and economic assessments for the construction indus- 
try, briefs for members and articles for publication: 


Tasks will include committee work, liaison and representation of 
the Council- on external bodies, and the presentation of papers. 


- Salary c £15,000; benefits include non-contributory pension 
scheme. 










`` Write with CV to: 
Director General 
National Council of Building Material Producers (BMP) 
‘10 Great George Street 
London SW1P 3AE 











MANCHESTER POLYTECHNIC 
Department of Business Studies 28 
FACULTY OF MANAGEMENT AND BUSINESS 


RESEARCH 


Applications arè invited for the: of Research Assistant to a project on 

: Structure: Conduct and Performance of the Tobacco industry in the 
UK"... nts must have studied industrial Economics and possess 

j Of statistical t ias: The successful candidate will be 

required to register for a postgraduate degree. 

“Salary scale £6,852-£7,389. ; x 

_. Informal inquiries can be made to Dr A. E. Mitton, telephone 061-228-6171, 
xt 2500 day or 0282 31370 evening: i 

oe Foran ication. form and turther pe lars Please send a self =; 


addressed envelope marked M/246 to the Secretary, 

technic, All Saints, Manchester M156BH. = = = > 
: Closing date for applications 28 July 1986. 

Manchester 


Polytechnic is an Equal Opportunities Employer. 


janchester Poly- 










THE UNIVERSITY OF DUNDEE 
links with ey, Serene aa the Seely. hae 
established two new Chairs sponsored with the assis- 
tanca of Robert Fleming and Company and the Mathew 
THE ROBERT FLEMING CHAIR 
IN FINANCE AND INVESTMENT 
“(ret EST/13/86/L) 
The Chair will be in the 














THE MATHEW CHAIR 
OF ACCOUNTANCY 


AND BUSINESS COMPUTING 


{ret EST/15/86/L) 

The: Chair will be ‘in Department of Accountancy and Business 
Finance. The Professor will participate inthe teaching of some of 
Accountancy and will play a key role in integrating computer ies with 
the teaching of Accountancy in the BAcc degree. The conduct, supervi- 
sion and stimulation of research in appropriate aspects of Accountancy 
will also be expected. eat, SEE ER UEE TS : 

Further particulars of both posts may be obtained from the Personnel. 
§ Officer, The University, Dundee 0D1-4HN (telephone 0382 23181, ext 
4015), to whom applications, with cv and the names of three referees, 
@ should be sent by 1 August 1986. Please quote appropriate reference. 






















DEPARTMENT OF SURVEYING 


PRINCIPAL LECTURER (RESEARCH) | 
IN ESTATE MANAGEMENT 


{£14,013-£17,619 p.a. pay award pending) uc 
Required to assist the Head of Department in eadi research activity, The. person 
appointed wil be expected fo encourage, initiate. co-ordinate and pur sue research 
ps providing assistance to the Head in monitoring the activity of the 
The successful candidate, with a proven record in this field, must hold a relevant further 
degree research and will probably have a good first degree in estate management or 


Please quote Post Ret No NO433. 


LECTURER II/SENIOR LECTURER IN 
LAND AND PROPERTY VALUATION 


(£8,076-£15,045 p.a. pay award pending) 

Required to advance the Department's theoretical, technical, and practical understand: 
ing of valuation in estate management. 1 
The successful applicant must hold a first degree in estate management or related 
disciplina and may Nad a relevant futher degree, preferably by esewch, Cantos : 

demonstrate professional experience or consultancy are particularly 
encouraged to. apply. 
Please quote Post Ref No. NO481. 
Please quote the Post Ref No. of the vacancy for which wish to . Further 
details and forms of applicati are available from the Stat? Officer, Trent heytoctree, 
Burton Street, Notti NG1 4BU. Closing date 25 July 1986. 


























A fascinating assignment, based Paris with intensive initial 
training and subsequent opportunities for worldwide 
travel, foran EEC-nation passport-holder and 













You'll work from prestige offices close to the city 
centre, co-ordinating and conducting international 
recruitment and selection assignments for a variety of 
positions — usually senior, always interesting — in 
those parts of the world where your language skills, life 
experience and ability to merge with local cultures will 
be more important than the particular disciplines 
you've followed so far in your career ` 
Probably 30 to 40 and unattached; able to handle a 
heavy travel schedule, fluent in English and French, 
competent in a? /east one other language, you'll enjoy 
free housing through your 6-month induction period, . ` 
negotiable base salary, and remarkable opportunities 
for personal development in a fast-growing business, 
concerned to conserve the best aspects of its current 
family atmosphere. 
Don't phone: write confidentially now in English, with 
succinet yet comprehensive letter/CV and note of 
current salary (no references required at this 
exploratory stage) to Roger Stephens who is advising 
on this key appointment. Ref, 8626. 
Roger Stephens 
— & Associates 
Management Search + Selection * Development l 
Chequers Hause, 1-3 Park Street, Old Hatfield, Hertfordshire ALG SAT J 
_ Telephone: 07072 75361 : 


































APPOINTMENTS 





UNIVERSITY OF 
ST ANDREWS 






























a ; Schroder Investment. Management Limited; a -41 Department of E j 
ris Eur opean ‘subsidiary of J. Henry Schroder Wagg & Co. Limited Department of Economics 
A ee which is one of the leading U.K. merchant banks, is aoe Lectureship 
. ea EA O looking for an analyst to join its growing Continental : aa nET 
i uit’ a -European investment team. Whilst some experience `. in Management 
ca ote ‘  :of stockmarkets would be useful, this is not essential. ‘ Airis S A 
ET n i i ERIS t Candidates should have a degree or business school Sciences/Studies 
A a S qualification in accountancy, economics or business Applications are invited for-a Lec 
j L. y administration and should be familiar with company tureship in Management Sciences 


accounts. It is important that candidates should speak 
one or two. European languages, and proficiency in 
italian or Spanish would be particularly useful. 


Studies from. candidates with i 
special interest in the. field o 
Organisational Behaviour and De 


The position entails analysing the financial situation Phan v 
and. business prospects of companies from both the sign. The successful applicant wil 
qualitative and quantitative standpoint, a task which join a small team which is devel 
forms an essential part of our selection and oping new courses, in manage 
decision-making process for European investments. ment and will, therefore, be ex 
The analyst will therefore be expected to travel pected to .make a reasonabli 
regularly to Europe to visit the companies which he or versatile teaching contribution. >- 


A fully. competitive salary is offered together with an Scale £8,020 to £15,700 per 

attractive range of benefits. including mortgage 1 num; starting salary probably n 
subsidy and a generous non-contributory pension above £11,275 per annum, piu: 
scheme. Career prospects within the Schroder Group USS 


she is following. Salary at an appropriate point 4 

















preferably in typescript) with th 
names of three referees should bi 
sent to-arrive not later than Fis 
July 1986 


are excellent. Further particulars. may be ob 

Sak Applications .in writing, with full curriculum vitae, tained from the Establishment 
$ should be: sent to: The Head of Staff and Officer, The University, Colle 

: Schroders Administration, J. Henry Schroder Wagg & Co. Gate, St Andrews, Fife KY16:9 
Ned a ‘A | Limited, 120 Cheapside, London EC2V 6DS. to whom applications (two copie: 


con 


An influential role with Fordof Europe 
























up to £16,000 pa + car 
Ford seeks a professional Economist with or her late 20’s, with a good economics degree 
broad experience to join our Economic -~ and at least three years’ experience in an q 
Studies Department located atour Central Economics-related field. This experience could 
Officein Brentwood, Essex. The successful have been gained either in industry, in a private 
applicant will join a small but influential team or Government research function or in a Higher 
whose role isto analyse key economic, Education establishment. Knowledge ofa second 
vehicle market, and political trends affecting European language would be an advantage. 
Ford activities throughout Europe. Prospects for advancement are significant. 


It will be your responsibility to analyse short - We offer an initial salary of up to £16,000 pa, 
and longer-term economic developmentsand depending on experience, plus an attractive 
to evaluate their impact on the Company’s lease car facility andthe big Ford benefits 
business. It is a challenging role requiring the package which includes relocation assistance 
ability to adapt to fast-moving highly where appropriate. ene. 
competitive international business and to _ Please write with sufficient details to make an 
operate efficiently under pressure. Good application form unnecgesdry to Vida Leigh, 
communications with both fellow am. Room 1/578, Ford Motor Company 
economists and Ford _ Limited, Eagle Way, Warley, - 
management will be vital. A eee Brentwood, Essex. | 
~Ourneedisfora reren s Tel: Brentwood (0277) 252309. 
successfulmanor “ a a eid ce eae 
woman, probably in his = 






















\PPOINTMENTS : BUSINESS 
& PERSONAL 























































University of Trent Polytechnic ANU FACULTY OF ARTS 
Newcastle Upon Tyne/ DEPARTMENT OF BUSINESS AND | PROFESSOR OF POLITICAL : 
Newcastle Upon Tyne MANAGEMENT STUDIES SCIENCE HIMALAYAN ADVENTURE : 
Polytechnic RESEARCH ASSISTANT/ Applications are invited for appoint- | | jena” re | 
Department of Economics DEMONSTRATOR IN EUROPEAN ment to the Chair of Political Science | | Buto Ventures Ltd, 3 Elim Grove 

Applications are invited for the post of | BUSINESS RESEARCH prac esi Aue graf sonberd Cumbria LA23 2UN. Tel: 09662 5445 
RESEARCH ASSOCIATE to work ona | (6,324-£7,122 per annum, pay award | Fellowship in International Relations in ———— A 
naa n a ail Anayak o! pending) the Research School of Pacific Studies. 

Growth in Numbers Claiming Inva- Applications are invited from graduates | The Chair is open to distinguished 
idity Benefit undertaken by the Depart- | with a good honours degree in eco. | scholars in any field of political science. DOLLAR 


nomics, management, business or in- | The appointee will be expected to take 
ternational studies to join a project on | an active role in the teaching and 
“Processes of industrial Change" in | research activities of the Department 


REBOUND? 


unded by DHSS, starting in September 













































































1986 for a period of 18 months. selected manufacturing sectors in | as well.as provide academic leadership 
WHAT is CURRENCY BULLETIN say- 
Applicants should have a postgraduate | Europe. gonaren an the leben tes ing NOW about the dollar? T 
ualification in Econometrics/Econom- | The successful candidate would be | Professor RPant foram to seve as | | Businesses and investors, send today for 
cs, and previous experience in applied expected to register for a higher Depar aida your free copy to CB/PCP, 14 Pall Mall, 
esearch would be an advantage. f n a tøaching and paparo inter- | | London SW1. Telex 919560. 
itarting salary will be up to £9,880 per Further details and forms of application | Australian politics, political theory, in- 
m on the Range 1A scale: £8,020- | are available from the Staff Officer, | ternational politics, comparative poli- 
780 per annum according to quali- | Trent Polytechnic, Burton Street, Not. | tics, and public policy and CASH FOR GROWTH 
and experience. tingham NGT 4BU. Closing date 1 | administration. 
‘urther particulars may be obtained | August 1986. Please quote Post Ref CONDITIONS OF APPOINTMENT: Expanding your business? 
rom Professor A. J. Hallett, | No B0314, The salary for a Professor will be We can help 
apartment of Economics, University $A57,036 p.a. Appointment as Profes- i : 
f Newcastle upon Tyne NE1 7RU, with sor is to retiring age 65. Grants are sort out your business plan 
rhom applications (3 copies}-with cur- provided towards travel and removal, | | and forecasting problems, then 
iculum vitae and the names and ad- | University of Canterbury | Assistance towards housing is given to | | identify the most likely sources 
oenas tise Gk arr ieee vibe New Zealand an appointee from outside Canberra. of finance 
nal inquiries may be made in the first | SENIOR LECTURER OR LECTURER Pegg sco henh Wei De remarod o Call IBL on 01-583 2553 
ystance to Mr |. Molho in the Depart- | IN BUSINESS ADMINISTRATION 






3 iiien > 60 Fleet Street 
Australian Universities. Maternity leave ‘ 
is available. The University reserves LONDON EC4Y 1JU 
the right not to make an appointment or 
to make an appointment by invitation at 
any time. Applicants should quote the 
advertisement reference when re- : 
questing further particulars and when | 
submitting applications, which should 
be forwarded to Dr R. V. Dubs, Regis- 
trar, Australian National University, 
GPO Box 4, Canberra, ACT 2601, 
Australia. Further information also’ 
available from the Secretary General, 


nent. Tel: 091-232 8511, ext 3586 or 
‘hil Holmes in the School of Econom- 
38, Newcastle upon Tyne Polytechnic. 
‘el: 091-232 6002, ext 3911; 


(Production Management or 
Organisational Behaviour) 


Applications. are invited for a position, 
as above, in the Department of Busi- 
ness Administration. Applicants should 
have a PhD ‘degree or an equivalent 
research record: : Preference: will: be 
given to candidates with a capability 


AGRICULTURAL and. research interest in production 
| Management or organisational behav- 
' : iour. The appointee will- be expected to 
ECONOMIST teach in the undergraduate (BCom) 
> and graduate (MBA, MCom and PhD) | Association of Commonwealth Univer- 
Anima senses (LAAD). Nae, LEN an | | Programmes. sities (Appts), 36 Gordon Square, Lon- 
pled dar funded, major institutio The salary for Senior Lecturers is ona | don WC1H OPF. Closing date: 30 JULY 
scale tror NZ$37,000 to $47,000 per | 1986 or as soon as possible thereafter. 
annum and for Lecturers is on à scale | Ref: FA 7.5.1. 


from NZ$28,000 to $35,000 per | THE UNIVERSITY IS AN EQUAL 
annum. OPPORTUNITY EMPLOYER 


Further: particulars and conditions. of 
appointment may be obtained from the 
Association of Commonwealth Univer- 

























































Tel: 01-493 6598 - Telex: 8950683 


A COMPANY FLAT 
GRADUATE IN SW1 


















































sities (Appts), 36 Gordon Square, Lon- R vow guests and executiv: 
don WC1H OPF. ESEARCHER siting London could stay 
; For academic and ç and advisory work on financial your fully furnished - pe? 
Applicants will have a doctorate in Agricutura | | Applications close with the Registrar, relationship between Government and Parla: equipped Company flat 
Economics and either substantial experience in University of Canterbury, Private Bag, pec Se parama. Pateszoromes SW1. More cic than a 


pap pa sabe Christchurch, New Zealand, on 29 Au- 





hotel room. Facilities include: 














regionai and sector aggre. | | gut 1986. Please send briet CV to: Andrew Likderman, restaurant, bars, heated pool, 

S rong cores gah be gen to applicants kanden ey loa ooi. Serur Piace, Squash, Sauna, Travel and 

hinted hania lan swana i ; Theatre ticket agency and ga- 
multidise’- 


ee MERGERS AND 
aannam e Raa ACQUISITIONS 
specialised in international 


Economics 
be determined by aaas ma saa wil | 1 | Dynamic sel starter wanted as co-found- feels comfortable with interest and 
‘Moving, housing, commutation and education : offices. in Now exchange recasting. e t k . 
siowarees are paid and thare aro medical and offices already in acti econometri esi Taam suh as TSP COURSES 
sects de naa | | —— 
the poston reference number, shouldbe sent |_| | inter wie | INTERNATIONAL UNIVERSITY offers 
15 August 1986 to: f i achieve pel eon external Degrees. Full. credits for. life/.. 


ECONOMIST 


We are looking for a Graduate who. has 










Aaea a 5 months Com- 
Tel: 01-798 8567 


The Chiet Personne! Officer == Seatinvest £ j : i career experience. Dept E, Neil Gibson 
Po Bax 30709 Sere Road : Lonhar sysioms | | & Co., Sudbury, Sutfok CO10 6DW 
Nairobi, Kanya- i -MSP 2P3 a ngend 


‘INTERNATIONAL PROPERTY 


ee i a ae. 


HOTEL IN AMSTERDAM 


An elegant first class hotel in the heart of 
Amsterdam's shopping, . cultural, and 


LE GENEVA/MOUNTAINS 


REAL ESTATE INVESTMENT + 
IN SWITZERLAND 


:Fine selection of apartments and chalets 
available with authorization for foreigners. 


business centre, conveniently situated 
near the Van Gogh Museum and Rijks- 


APARTHOTEL BONIVARD | 


Reasonably priced, Excelent terms. Visits 
aiso.on weekends by appointment 
‘GLOBE PLAN S:A., Av. Mon-Repos 24, 
CH-1005 Lausanne, Switzerland. 
Tel: (21). 22 35.12 Tx: 25185 melis ch. 


fitness-room. 
Selling Price ce USS 3.5 million 
Box No 3482, The 


SWITZERLAND 
ANDERMATT AM GOTTHARD RESORT AREA 


eg ee Cantina Df eee s famous international playgrounds: 
A skiing paradise for the novice and expert alike: an unspoiled alpine fiora for fhe hikar or moumaineer or 
just to enjoy and ou Eaa a SOUI ieres nent uan a constant growth. di rect from the developer and 
bulider; Bau A, G. Eratleld-Andermatt, Dipi.ing. H. Kistner, CH 6472 Erstieid/Uri. Te: (044) 51222: For 
infin the US call Atomie Constr., ie (156-10 ar 1.08 
Call to visit property—no obliga 


SWITZERLAND 


LAKE GENEVA or MOUNTAIN RESORTS 
MONTREUX VILLARS 


Foreigners can buy lovely apartments or chalets with magnificent view. Prices from 
S$fr240,000.: Mortgage possibility: 80%. Interest: 64%. Or an excellent investment in 
‘commercial business with a good rental income. 

EMILE KOHLI, SA, Route des Hétels, 1884 VILLARS. 
Phone: 025/35.15.33 Telex: 456230 


museum. Facilities include meeting and 
conference rooms, ‘Sauna, solarium and 


j Economist, 25 St 
James's Street, London SW1A 1HG. 


MONTREUX BAY 
GENEVA LAKE 


With authorization for sale to non resident people, private residential apart- 
ments built in the wails of a last century. magnificient hotel, situated on the 
marvellous Montreux bay. This residence includes 75 luxurious apartments, 
from tto 5 rooms, arranged and furnished with the best good taste. 

At the low level of the buildings, an hotel structure will take place with restau- 
rants, bars, congress and meeting-rooms, sauna and indoor swimming- 
pool. During your absence the swiss hotel organisation will assure the 
maintenance and superintendence of your apartment as well asits renting. 


Please ask for complet documentation. directly from the owner. 


AGENCE ROMANDE IMMOBILIERE SA 
Galeries Benjamin Constant 1~ CH- 1003 LAUSANNE ~ SWITZERLAND 
Tel, 021/20 70 11 — telex 25 873 arii ch 


BUSINESS & PERSONAL 


PANAMANIAN CORPORATIONS p 
vida: complete confidentiality and zi 
tax liability. We-offer company forn 
tion services on a fast, reliable 
competitive basis. H. |. Darlin 
POB 1327, Panama 9a, Panama. 
ex: 3121 KENKA PG. Tel: 23-0834 
23-4819 (evenings 23-6779). 


AUTHORS! ‘Send Your iünüsenis: 
Biographical, Fiction, Travel, Poetry, 
etc: for Book Publication. Reasonable 
terms. Stockwell, Dept 75, Iifracombe, 
Devon, England. (Estd 1898). 3 


COMPUTER FLOPPY DISCS. Bulk 
packed 5iin from 35p, Shin from 99p, 
3in from £2.49 each. Sterling FOB UK 
port. BOLTON WELLS LTD, 746 Finch- 
ley Road, London NW11 7TH. 


INTERNATIONAL 
= CONSULTANTS 


PUBLICATION 


WORK ABROAD 
WORLD DIPLO MATIC GUIDE || | reae a asses 
WORLD DIPLOMATIC GUIDE is a global informative 
instrument, permitting its users to single out the 
trade and diplomatic missions of any nation in every 
part of the world. A work of over 800 pages, WDG is 
an entirely new publication in the field of foreign 
trade oe diplomatic information, the first ever 


Available now by direct order at UK£50 + £5 p&p. 


, Rancho Palos Verdes, © 
Sort, 2515 Rainier Avenue South, Seat- Sz, ose (219) 541-6350 . 


tle, WA 98144 


HOLIDAY HOME INVESTMENT US IMMIGRATION 


Outside UK US$100/£70 post paid. 


Order and remittance to: 
& Skinner. Associates lid: 


Cheque or money 
‘order, Credit card holders may call. Allow 21 days for 
“postal delivery, 


ST IVES, PENZANCE 


From £23,950. Ni cottages 
in grounds af Tudor oor ma Manage- 
ment. Gan be self financing. Indoor Jeisure 
complex. Restaurant, etc: 
KENEGIE MANOR 
3 GULVAL 


“Obtain both US Residency’ ande) 
cellent financial returns through U: 

Je investments. Guaranteed. results 
Ail matters handled by licensed i 


| Attorney/PhD Economist. 
4 Contact: Edward. P. Gallaghei 


‘PO Box 70302, hifi ed Di 
20058 (USA) Tel: (301) 984 4 8315 





IUSINESS & PERSONAL 








Readers are recommended to take. 
the appropriate professional advice 
before entering into any binding ; 
commitment. 


OVERSEAS POSITIONS 


4undreds af top paying positions available 

vow, Tax-free incomes, Many attractive 
rene. Opportunities for all occupations, 
ikiled’ trades, professionals, manage- 






















; ee Reports 


THE 
ECONOMIST 










nent, technical personnel etc. For information about : | 

pall aon ig saad classified advertising Salem, Utah 84653 HOW W. D. GANN 

iC, PO Box a abo, Youn of Mount Royal opportur m ties MADE $50 MILLION 
Quebec, Canada H3P 3C7. : 


TRADING 
AGENTS COMMODITY 
REQUIRED FUTURES & STOCKS 


We would like to talk WALA 0. Ga clare «tN 


TO YOU MADE $50 MILLION TRADING 


COMMODITY FUTURES AND STOCKS. 





Elizabeth Harvey-Lloyd 
The Economist Newspaper Ltd 
25 St James's Street 
London SWIA 1HG 
Telephone: 01-839 7600 
Telex: 24344 ECON G 


or 

Margaret Mediock 

The Economist Newspaper Lid 
10 Rockefeller Plaza 





















INTERNATIONAL 
JOB HUNTING? 


fyou area professional, we can assist you. We 

ire an American managed company. Request 

he proper application for one of the two 

enices we otia: 

1) NORTH AMERICA (2) REST OF THE WORLD, 
Giohal Career Analysts 























reer New York, NY 10020 If you or your company are: HE ALSO LEFT BEHIND HIM A: STEP. 
35 Piccadilly Telephone: 212 84] 5730 y y pany are: BY-STEP GUIDE OF HOW HE MADE 
London W1Y DES England Telex 148393 1. Financial Consultants HIS FORTUNE. 
















2. Investment Brokers ittak im over Pere 
We are looking worldwide cin 


FOR AGENTS TO | || Sosaccieoometote | 
REPRESENT US| | | =~ 


“When we know the past we can predict the future, 
We have an established history of suc- That's why time cycles predict the tnind of come 
oe in Commodity Fug Management. modities, stocks and business.’ 
and now we wisi seriously wi Traders who have followed hiis scientific laws MIV ` 
people who would like to be involved made fortunes, As someone said of Gann: ‘He could 
compound money faster than any man fever met?! 
a company with management LANTER 's methods 
pert in the City fi London fos dio hippies rahe ig : 
two centuries sic 
offeri FREE... Phone or write aa sample: 
managed funds thal nae outperformed topy of THE LANTERN LETTE 


all our competitors : 
together with THE ate 


very attractive commission incentive LANTERN ERGEN 


and excelent sales support 

from Head Office. : 

if you wish to hear further on the LETTER rei cera ssase 
Nome 


Some Business Probiems Defy Solution 


We are versatile tacticians who long ago felt the American corporate, 
legislative, military and art-worlds to pursue selected projects: Confidential 
travel, special research, US representation possible. Washington. familiar- 
ity key. Total discretion assured. A fee of fifty. thousand. dollars (US) 
expected, expenses additional. If- your situation: is legal and in the- least 
entertaining, inquire: 

The Paladin Group, 1718 Connecticut Ave., NW. Washington, DC 
20009. Call 24 hours (202) 939-8515. Telex 262119 PALS UR. 

































Costa Rica 
offers you the ideal investment choice, plus an 


INTERNATIONAL TRAVEL DOCUMENT 


Costa Rica, under Law 4812 and its bylaws, provides the opportunity for 
investors to achieve capital growth, high. yield, tax highly-respected 
democracy where personal residency is not required, and an international- 
ly-accepted travel document. 


A minimum investment of US$50,000 including stable income will-achieve 
all this. Write to: 


FIDELITY MANAGEMENT INTERNATIONAL, INC, 
Dept. 450, PO Box 230, Centro Colon 1007, San Jose, Costa Rica. 
Tel: l: G08) 22-1659 or 23-7362. 
Telex 48094 FIMAN CR. 












terms of an agency agreement with 
us please write to: 
























So you want à se a 
to Learn to ZA Lz = £64,000 injust5 years 


F Bp A Fully audited track 
ly? I record 

LEARN AT ANY OF OUR A Futures managed 
FOUR SCHOOLS AROUND LONDON account programme 


el ondon School of Flying Denham School of Flying 


rome, Herttorc e Uxbridge, Middlesex 
















A Limited liability 
Minimum investment 
£5,000 or sterling 

equivalent 





Biggin! Hill {SchoolofFlying eBlackbushe School of Flying 


Biggin Hal Asport, Kent Camberley. Surrey 











Ring anytime to receive our FREE i ‘ s 
Colour Brochure and Audio Cassette. X ; ‘aetna POSt Code. 


zan proneuine O1-993 0621 


ee Ti- 0) - 4058494 wie 22553 CSIC mfox o -4057419 






-and Jakarta. 


Er serve further growth in trade between Asia and major 
countries in Europe and North America, Rabobank Nederland 
‘announces the simultaneous opening of three offices in Asia, 

a branch office in n Singapore and representative offices i in Hong Kong 

>> andJ akarta. 


Tirua these offices Rabobank can offer a comprehensive 
raige a of international banking services, especially to companies, doing 
business with the Netherlands. 












In Asia Rabobank i is involved i in agribusiness and commodity financing. 


Rabobank i is an “AAA”-rated Dutch banking institution with total 
assets of U.S. $ 48 billion and ranks among the largest banks in the world. 


For more information, please write or -call one of our new offices in Asia. 





Singapore Branch Hong Kong Representative Jakarta Representative 

_ 50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 
Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 
Singapore 0104 Hong Kong ~ Jalan. Jenderal Sudirman Kav. 70 
Republic of Singapore Telephone: + 8525263249 Jakarta 12910 Indonesia 
Telephone: + 652259896 Telex: 80556 







Telephone: + 62215781271/2 


Telex: 42479 Telex: 47534 


w Qo 
AIE A 


ECONOMIC AND FINANCIAL INDICATORS 1 


SUTPUT, DEMAND AND JOBS America’s unemployment fell to 7.1% of the labour 
prce in June, from 7.3% in May. West Germany's jobless rate remained at 9.0% for 
be third month; Holland's fell to 14.6%. West Germany's industrial production 
wopped 1.9% in May, reducing the 12-month growth to 2.3%. Canadian industry 
aised its output by 5.2% in the year to April. Switzeriand’s anp. fell 1.1% in the first 
quarter of 1986, but was still 2.2% higher than a year earlier. 


¿echange at annual rate 


3 mthst 
+ 24 


retail sales 
1 year Gmthst 1year 
+ 4.7 (3) +43 + 5.0(12) 


unemployment % rate 
latest year ago 


7.8 (5) 


GNP 
3 mthst 
- 05 


1 year 
+ 3.7 (2 





















































RICES AND WAGES This week's new fi figures. show a slowdown in the rate of pay 
in three countries: the 12-month growth in wages fell to. 2.5% in America in June, 
3.3% in West Germany i in May and to 3.0% in Canada in April. In June, the 12- 
th rate of consumer-price inflation rose slightly to 1.2% in Belgium and to 0.8% in 
Palizeriand, but Italy's inflation rate felt 10 6.3%. 
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i mahiling escent Ausbala, Senta Sa 
‘Sweden and USA hourly earnings; UK, monthly oamnings tor 


CUS: ENERGY CONSUMPTION Last 
"ear, the non-communist world. con- 
mumed 25% less energy per unit of 
wutput than in 1970. In industrial coun- 
ies the energy-to-Gnp ratio has fallen 
arply for two reasons. First, the. oil- 
ce rises of the 1970s encouraged 
iwonservation; second, there has been 
hift to less energy-intensive indus- 
es. Japan has made the biggest 
ings. It now uses 35% less energy 

r unit of output than at the start of 
“1970s. The United States uses 

% less—but in absolute terms it still 
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Energy consumption 
(billion tonnes ail equivalent) 


United States 
Japan 

LOCs 

W Europe 


untries the energy-to-GNP ratio is Tin co communiet world 28 


| rising because industry is growing 
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{ST RRS i 
THE ECONOMIST COMMODITY PRICE 
INDEX. Cocoa producers and consum- 
ers are making a fifth attempt todrawupa — 
new cocoa agreement to replace the one 
that expires this September. The Ivory ~. 
Coast, which does notbelongtothe current 
pact, scuppered the last round of talks by 
walking out. This time it is taking part. If 
these talks fail, and both sides are still far 
apart over the price range to defend, the 
100,000 tonnes of stockpiled cocoa willbe 
sold off over the next three years. This 
could further depress a market which is 
already oversupplied. The council could, 
however, decide to sell the cocoa back to 
the producers. 


Speroz 345.00 347.25 
Crude oil (spot) North Sea Brent 


$ per barrel. 10.93 164 ~64.0 
"Non-food agriculturais. 


~ 05 +101 


; Energy consumption /GDP ratios. mition tonnes oi equivalent per billion US $ of GNP at 1985prices 


United States 


Total non-communist world 
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‘Source: = BF i 


a Proportion of GNP. 


inoles applicable to ali tables. Ali figure 
red with average of previous 3 month al 


adjusted except where otherwise stated. "Not seas. ao ; rage of test 3 months 
na: Not available, Small figuras- in brackets denote month 





ECONOMIC A 


FOCUS: DEBT RESCHEDULING 
Before the Mexican debt crisis erupt- 
ed-in 1982, debt reschedulings were 
sporadic and involved small amounts. 
Now they are huge. During the three 
years 1983-85, debt rescheduling 
agreements between developing 
countries and their international credi- 
tors—governments and banks—aver- 
aged $54 billion a year, compared with 
an average of only $5 billion a year 
during the previous three years. In 
: 4985, developing countries resched- 
uled a record $93 billion—equivalent 
to 13% of their total outstanding debt. 
The rescheduling of another $26 bil- 
lion of debt was agreed to in principle 
but not completed. Mexico accounted 
for the lion’s share last year, with a 
multi-year rescheduling agreement for 
$49 billion—roughly half the country's 
total debt. Sizeable agreements were 
also concluded for Argentina, Chile, 
Ecuador and the Philippines. 












Developing 
countries. 






Total debt ~ 
outstanding 400 


Debt rescheduling 


F | Paris Club 


Commercial 
banks 













Number of rescheduling 
agreements 





4980 81-82 
Source: World Bank 






‘TRADE, EXCHANGE RATES AND RESERVES America’s trade deficit was $14.2 billi 














S America’s Dow Jones suffered its biggest ever one-day fall ow 
during the weel 


WORLD BOUR 

fears about the weakness of the economy; share prices fell 4.2% 
London followed it down, but Tokyo cheered its election results. 

Stock price indices % Change on 

July 

8 
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MONEY AND INTEREST RATES Italian banks cut their prime lending rate: 
13}%: Spanish banks cut theirs to 143%. Holland's narrow measure of the mo 
supply increased by 5.9% in the year to April; its broad measure grew by 4.5%. 

Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) | 
% rise on yearago Money market © Commercial banks Bond yields Eurocurrency - 
Narrow Broadt Overnight 3months Prime Deposits Gov't Corporate Deposits Bone 









































; (M1) lending 3 months long-term 3months. 
Australia = 0.5 +15.0 (5) 13.00 1465 17.00 1460 1264 13. : 
Belgium 738 + 7.412) 800 730 10.50. 6.80 8.57 . j 
3 729 +48 (6) 913 850 1025 845. 9.24 95. , 8 
France 444 +5603 713 725 9600. 725. 781 ENA B.A 
W.Germany +10.3 + 76 (8) 470 470 700 428 830 05 4, 5: 
Holand +59 +45( 650 625 600 625 625 670 600 6. 
ital Fi04 411.012), 1225 1213 13.50 11.50 _ 10.97 9.55 17.31 na 
A 454 +8606) 438 463 413 213 513 6.14 4.53 54 
Spain +155 4131 (4) 1238 1283 1450 650 _ 1241 _ 139.14 1300 na 
Sweden na + 30{8) 1000 1015 1275 9.60 9.63 __ 10.88 10.00 na 
Switzerland 158 +614) 238 469 675 425 — 445 484 _ 48l. “FP 
UK 7.0 +195 5) 10.63 9.97 11.00 984 9.11 10.29.97 E, 
USA F131 +7766) 6681 25 50 615. 7.18 96 +675 7e 


: 6. 8. 8. ; J T 
- Other key rates in London 3-mth Treasury Bills 9.3%, 7-day Interbank 10.5%, clearing banks’ 7-day notice 4. 
Eurodollar rates (Libor): 3 mths 6.8%, 6 mths 6.8%. 








4M2 except Canada, Spain, Switzerland, USA, W. Germa , M3, Japan M2 + CDs, UK £M3. Definitions of 
rates quoted available on ‘Sources: Bank of Bilbao, Chase hattan, Chase Econometrics, Bangus de j 
(Belgium), Credit Lyonnais, ‘en, ANZ bank, Credit Suisse First Boston. Th 


on in May, compared with $12.4 billion 


_ May 1985; its 12-month deficit yawned wider than ever at $162.6 billion. West Germany's trade surplus fell from $4.0 billion in N 
to $3.7 billion in May; but its 12-month surplus continued to climb, to $34.8 billion in the year to May. The D-mark and the dol 
changed little in trade-weighted terms during the week, but the yen’s trade-weighted value rose 1.4%. i 















































Trade balance** current- Trade-weightedł currency units per $ currency units foreign reservest4 

$bn account exchange rate : $bn 

latest latest 12 balance $bn 

; month months latest 12 mths latest year.ago latest year ago per£ perSDR per ecu April year ag 
<v Australia ~ 0.17 (5) - 241 ~ 9.9 (5) 53.0 66.5 1.61 1.47 2.47 1.91 1,59 6.6 65 
Belgium + 0.33 (3) — +07 +_0.1(12) 95.4 89.8 447 59.6 68.4 52.9 44.0 54 LSA 
ada + 0.77 (4) + 97 ~ 3.2 (3). 78.7 87.6 1.38 1.35 2.12 1.64 1.36 2.6 27 
+ France — 0.34 (5) ~ 25 + _0.6(12)- 69.2 65.7 6.99 9.01 10,7 8.26 6.87 26.5° ae 
<o WoGermany + 3.74 (5) + 48 + 21.6 (5) 135.7 122.9 2.18 2.96 3.34 2.58 2.14 45.6 37.9 
< Holland + 0.64 (3) + 42 + .§.9(12) 126.1 113.4 2.46 3.33 3.76 2.90: 244. 112 8.8: 
Haly- — 0.58 (4) — 10.0 ~. 4.1(12) 46.5 45.6 4492 1889 2284 1769 1470 17.2 18.7. 
Japan + 8.42 (5) + 691 + 63.2 (5) 2123 156.0 161 244 246 191 158 313 21.0 
: ee ~ 0.50 (5) - 53 +. 3.6 (5) 48.8 477 139 170 213 ` 164 136 5 118 
No + 048 (5) + 36 — _ 41012 67.6 67.1 7.09 8.56 10.9. 8.42 6.98 66 45 
Switzerland —..0.26 (3) ~ 37 + 45(12 162.1 141.9 77 2.48 2.72 2.10 74 46.2 12.8 
UK f — f:01 (5) = 46 +. 45 (6) 753 83.2 0.65- 0.73 — 0.77 0.64. 14.7 10.0 
USA ~14.21 (5)t¢ .- 162.6 - 125.2 (3) 113.8 141.2 = — 1S 1.19 0.99. 34 24 








Canada Australia, Japan, France and UK imports fob, exports fob. Ali others ciffob_2Bank of England index 1975~ 100 ttexcluding gold "March $i nol seasonally adjusted. 





Commitment 


The mark of a reliable bank 


A 


A good bank is made up of good people - 





well trained, innovative people whose expertise is 
dedicated to your financial success. 


UBS — the committed bank. 


Worldwide network 
of U 


Europe: Frankfurt, London, 


Luxembourg, Madrid, 
Monte Carlo, Moscow 


North America: 

New York, Chicago, Los 
Angeles, San Francisco, 
Houston, Cayman Is., 
Montreal, Toronto, Calgary 


Latin America: México, 


Panama, Bogota, Caracas, 
São Paulo, Rio de Janeiro, 


Buenos Aires 

Middle East and India: 
Abu Dhabi, Bahrain, 
Beirut, Tehran, Bombay 


Far East: Tokyo, 
Hong Kong, Singapore 


Australia: Sydney 
Africa: Johannesburg 


Head Office 

Union Bank of Switzerland 
Bahnhofstrasse 45 
CH-8021 Zurich 


tg) Union Bank 
3 / of Switzerland 
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The new Minolta EP50 Personal Copier. 

It's the smallest Minolta copier ever. Yet despite its extraordinarily compa: 
body, the EP50 performs as if it were twice its size. Copy in red, blue, green, 
sepia or black; change colors simply by changing imaging units. Copies offer t 
same superior quality that Minolta users worldwide have come to rely upon. 

At the EP50's heart is a unique, Minolta-developed imaging unit that has 
major copier components built in. A’single unit produces years of low-cost | 
copying while when expended, simply pop in another. 

Simplify your life. Discover the new Minolta EP50 Personal Copier soon a 
dealer who sells quality Minolta business equipment. 


K URI 


É 


4 L 2 


MINOLTA PERSONAL COP 


——_> 


== 


MINOLI \ MINOLTA CAMERA CO., LTD. Business Equipment Operations, 30, 2-Chome, Azuchi-Mochi, Higashi-Ku, Osaka, $ 





Japa 


See the EP50 at these Minolta subsidiaries and distributors 





Bangladesh Brothers international Ltd. National Scout Bhaban, Inner Circular Road, Kokrail Dhaka Philippines Topros Inc. Topros Building. Banawe Cor., Alok St, Quezon City, Metro Mar 
G.P.O. Box No. 767 + Phone: 400042, 404929 Phone: 732-14-21, 11-41-11, 11-41-13, 71-41-15 
Hong Kong Minolta Hong Kong Ltd. Room 208, 2-F. Eastern Centre, 1065, King’s Road, Quarry Bay Singapore Minolta Singapore (PTE) Lid. 10, Tebar Gardens Crescent, Singapore 225 
Phone: 5-658181 Phone: 563-553: 
India Maethodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Tolwon Santa Office Machines Corp. N FI. 75, Sec. 4, Nanking E Road, Taipei 
Phone: (02) 715-500! 


Phone: 682475, 682476, 681826 








Technical Supply Co., Ltd. 1808-1812 Koser Bangkok 










Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206), 46050 Petaling Thalland 
Jaya, Selangor Phone: 03-7921033 (10 lines) Phone: 252-9155 to 7, 2 6 to? 
Pokiston Allied Equipment Ltd. First Floor, Nelson Chambers. 1.1. Chundrigar Rood Australia Océ-Australia Ltd. 89 Tulip 2 e: 584-10) 
G.P O. Box 680, Karachi-] Phone: 219338, 210146 New Zealand Viko Holdings Lid. 33 Broadway, Newmarket, C P.O. Box 220, Auckland 


Phone: 505-449 
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MIMONWEALTH SPLI 





PROVOCATIVE PERU 





UNCHANGING VIETNAM 








9-25 July 1986 








GO FOR GOLD 
AGAINST SOUTH AFRIC 







































































































































































































































































"F YOUR BUSINESS DEPENDED ON IT, COU: 
"HIS ADVERT TO RIYADH BY TOMORROW 






Pure THIS ADVERTISEMENT AS A 
RED HOT COMPUTER PRINT-OUT. IF IT DOESN'T 
REACH SAUDI BEFORE TENDERS CLOSE 
TOMORROW, YOU CAN WAVE GOODBYE TO THE 
Mi LE EAST CONTRACT. WHAT DO YOU DO? 



























































































































































PAKE. SO WE MAKE SURE OURS DOES TOO. 
COMPUTER PRINT-OUT. DOCUMENT. PACKAGE > 


U GE T OR PARCEL, ONLY DHL DELIVERS WHEN YOU 


WANT IT, WHERE YOU WANT IT. WORLDWIDE. 





WORLDWIDE EXPRESS 




































































A BANK WHICH SPANS THE 
LENGTH AND BREADTH 
OF THE WORLD'S MOST 

DYNAMIC REGION. 


The Pacific basin. 

Today, the arena for over half the world’s trade. 

And today as for many years, home ground for Standard 
Chartered Bank. 
Standard Chartered has built a presence throughout 




































































the Far East which remains unrivalled today. 

While Union Bank, now a leading business bank in 
California, represents a successful US acquisition by a 
British bank. 

The result is a geographical spread—of over 250 
branches in the Pacific basin -which is now the envy of 
many banks scrambling for footholds in the region. 

It is a powerful example of the way that Standard 
Chartered’s management strengths have built an interna- 
tional network, of more than two thousand offices in over 
sixty countries. A network which is highly-integrated, 
built on common procedures and information systems: 
but made up chiefly of offices which play a central and 
established role in their domestic markets. 

And thus, a network ready to serve the needs of 
international business, of local business and of private 
individuals. 

To find out more, contact your nearest branch. 


STRENGTH IN 
DEPTH ACROSS 
THE WORLD. 
Standard Chartered 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE. 
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Old men remember JULY 19 1986 
Why Vietnam can't grow up, 
page 16. And young China Volume 300 Number 7455 


can't forget, page 20. : 
ae ee World politics and current affairs 


11 Go for gold 

12 Props for the pound 

13 Two consuls in Rome 

14 A yen for foreign investment 

15 Britain's half-way housing 

15 Genetic interfering 

16 Vietnam's fading tunes of glory 

19 International: The Commonwealth: As those behind cry 
forward; China's lost generation; Chile; Thailand; Tunisia; 
Arms control; Peru; Peruvian red tape 

29 American Survey: Nicaragua goes on, and on; Contras in 
Miami; Foreign aid; Raymond Loewy; Missouri; Regional 
growth; Massachusetts; The far right; Holidays 

35 Europe: Too many Romans with a lean and hungry look; 
Spain; France; Ticino; Eurohunting; World communism; 
West Germany; Holidays 

43 Britain: Backing into sanctions; Commonwealth Games; 1 
Westland; Northern Ireland; Weddings; Oxbridge en-} 
trance; Profit-related pay; British Gas; Video 

52 Politics and. the Prince of Wales: Al! dressed up and 
nowhere to go 

ALLELE LT EL TST AN ETE E TE ETE NE, 


Business, finance and science 


55 Business this week 
57 World Business: Big Oil peers into the abyss; Swiss | 
shipping; Software; World economy; Japanese electron- 
ics; Puma; General Electric; Reebok; Foreign investment in 
South-East Asia; Sotheby's; Lygon Arms hotel; Japanese | 
investment in Spain; El Al l 
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Life without America 


-SIR—Can America really afford 
to leave an “ungrateful” Europe 
(July 5th)? The NATO countries 
in Europe (North American Ter- 
“ritories Overseas?) are the for- 
‘ward marches of the American 
defence of America. 

If Western Europe fell to, or 
arranged appeasement with, the 
Soviet Union, where would that 
‘leave the United States? Very 
isolated and therefore probably 
very vulnerable. No international 
“war has touched American territ- 
tory (except Pearl Harbour) and 
¿American missiles and service- 
men are in Europe to make sure 
it stays that way. They do not 
want to try to defend America 
from New England. 

_ If we Europeans are also pro- 
‘tected by this, then that is our 
good fortune; but we should nev- 
er allow ourselves to be lulled 
into forgetting that American 
governments, quite naturally, 
consider American interests first. 
To pretend that American forces 
re in Europe only to defend 
Europe is an illusion. 

Athens VICTOR T. STUBBS 


SIR--Europe, after 41 years on 
the American umbilical cord, 
would definitely be better off 
without the American physical 
‘military presence, which now 
gives it a convenient false sense 
of security, thereby avoiding get- 
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achieve the level of profitability which 
will secure their future, This report 
analyses the sector and assesses each | 
main manufacturer's chance of 

iva’ ples and us pages of 





















10 Rocket Plaza, 
New York, NY 10020, USA 





40 Duke Street 
London WIA 1DW, UK 
Tel: 01-493 6711, 










LETTERS: 


> sidered ‘ 


THRIAN. 


ting its own military house in 
order. Europe, larger in popula- 
tion than the United States and 
just as wealthy, surely has the 
economic and political resources 
to develop its own hardware and 
philosophical defensive posture. 

Europeanisation would also be 
a blessing for America. Perhaps 
not for the armed forces, which 
would lose some vested interests, 
and perhaps a few politicians and 
civil servants, but certainly for 
the beleaguered American tax- 
payer, who would be spared the 
heavy annual cost of maintaining 
an American army in Europe. 
The American defence industry 
may suffer in the short run but its 
restructuring may eventually be 
inevitable anyway because of the 
already increased European mili- 
ary hardware projects. 

The best possible defence is 
one that Europe develops itself. 
Europe, which is geographically 
close to the Russian bear, has a 
far greater appreciation of the 
dangers and how to control them 


than any distant ally. 
Flemington, 
New Jersey CARL F. KETTLER 


Str—History has left us with two 
superpowers and no. room for 
others at the table. Age-old rules 
will undoubtedly dictate that 
both will seek supremacy over 
the other but the underlying as- 
sumption that “war is the contin- 
uation of diplomacy by other 
means” no longer holds for them. 
The non-superpowers can now 
thankfully look to the future. For 
Europe, the challenge is to en- 
sure that, over the next few de- 
cades, the two rampaging antago- 
nists are brought to rest in peace, 
respecting our freedom. Snug- 
gling up to either puts at risk the 
chance that this will happen. 


London DA; A. FAGANDINI 


SALT is dead 


SIR—Mr Gerard Smith's letter 
decrying the American rejection 
of SALT-2 (June 21st) was. mis- 
guided in its efforts to avoid ad- 
mitting that the Russians have 
clearly violated that treaty. There 
are specified percentage limits on 
length and weight growth—about 
5%—before a missile will be con- 
‘new’... The S$S-25, ap- 
proximately 50%. larger and 
more powerful than the older Ss- 
13, to which it purports to be an 
does 
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“improvement 





come close. 


_ In addition, the Russians have 
not met the 2,250 limit on mis- 
siles and bombers (they have 
about. 300 more).- Mr Smith 
claims they need not do so be- 
cause the limit is tied to ratifica- 
tion, but that is precisely the 
point: everything in a treaty is 
tied to ratification, and SALT-2 is 
not ratified. Even if it had been, 
it would now have expired. 

SALT-2 is now an historical 
anomaly, marking the end of a 
decade during which the United 
States saw strategic parity erode 
as the result of flawed arms trea- 
ties. We allowed the Russians, 
either within the agreements or 
outside them, materially to 
change the balance of power to 
the detriment of western 
security. 

The renunciation of SALT-2 
should have no material effect on 
Soviet behaviour beyond the cos- 
metic. If the Russians. find it 
militarily useful to add strategic 
systems or numbers, they will do 
so, treaty or no treaty. Real arms 
control will come only when Sovi- 
et leaders accept that their per- 
ception of their own security is 
such as to. make their neighbours 
feel insecure: That is not a recipe 





for stability’. in — anybody’s 
cookbook. 

Washington, 

DC RICHARD P. SyBERT 
Lobbyists 


SIR--My Daddy always told me 
that when you talk to the papers 
make.sure they get your quotes 
and your name right. Your story, 
Tax Lobbyists (May 24th), got 
half of it right. We are the Com- 
petitive—not Corporate—Enter- 
prise Institute. 

This distinction is important, 
given the fact that few corporate 
lobbyists champion competitive 
policies. The traditional business 
lobbyist restricts himself to tacti- 
cal changes and relies heavily on 
influence and access and greatly 
prefers that the policy debate be 
off-stage. In the tax debate, the 
business community focused on 
tactical efforts to preserve special 
breaks, and thus was caught off- 
guard when the choice became 
breaks or rates. 

The Packwood tax-reform bill 
is now backed by a coalition, the 
15/27/33.. Coalition, supporting 
the lower rates and working to 
ensure that this bill is adopted. 
The fact that most think we will 
succeed suggests that the prag- 
matists have once again been less 
realistic than the idealists. 
Washington, 


DC -FRED Lee Situ, JR 





Eurotitles 


StR—The survey of various Euro- 
pean honour systems (June 21st) 
demonstrates that, even in a di- 
vided continent, the modern ver- 
sions of old venerable traditions 
are much in demand. It is inter- 
esting to note that the Soviet 
Union has ‘apparently accepted 
the notion of privilege despite the 
perpetuation of failed Leninism. 
Although titles are regarded as 
historical relics in most republi- 
can countries, there is usually a 
respect for the individual’s rights 
to continue such. a heritage. Not 
so in Austria, which garners so 
much pride from its imperial 
past, yet continues to keep the 
most absurd of all prohibitions on 
its books. A 1919 law forbids: the 
use of all historical titles, includ- 
ing those particles which are pag 
of the surname: The ‘prefix y 








but curiously. not de, di, or the 
Polish ski which were also com- 
mon nobility forms during the 
monarchy. Thus we have “Dr 
Habsburg” and “Mr. Liechten- 
stein” but, since some allowance 
are made for the arts, Herod 
von Karajan. Aside from theo 
vious social and cultural hypocri# 
sy, such antiquated radical excess 
is a preposterous: curtailment of 
individual freedom and certainly 
detrimental to Austria’s histori- 
cal values and achievements. 

Both Austria and Italy should 
look to West Germany, which 
considers titles a legal part of the 
name. The preservation of a fam- 
ily’s historical continuity has ob- 
viously not detracted from mo- 
dernity or republicanism, as 
President. Richard Freiherr von 
Weizsacker can attest. 

Regarding your speculation on 
future “EEC honours”’, the Inter- 
national Pan Europa. Union, “a 
major force in the movement for 
European integration since 1927, 
has long conferred what might be 
considered a forerunner—-The 
Order of Europa. 


Los Angeles. R. vow Dassanowsky 
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Required by the 
WORLD FOOD PROGRAMME 


EVALUATION 
OFFICER 


at Rome Headquarters 


The World Food Programme, responsible for the effective utilisation of 
some one million tons of food aid annually in development and 
emergency operations, needs to strengthen its operational evaluation 
capability and is seeking motivated individuals with: 


minimum seven years’ progressively responsible experience 
of planning, implementation or evaluation of economic and 
social development projects including field experience; 
“demonstrated conceptual capacity for research, analysis and 
synthesis; ; 
ability to. write clearly and concisely, organise, administer and 
assess work of others; ; 
“university degree in eecpliogs related to development; 
excellent knowledge of English and either French or Spanish. 
Candidates with professional qualifications in specialised technical fields 
(eg Agronomy, Forestry, Marketing, Civil Engineering, Physical Plan- 
ning, etc.) but with wider practical experience are encouraged to.apply. 
The initial appointment will be for three years, with the possibility of 
extension. The minimum starting salary, depending on qualifications and 
experience, will be US$30,275 net tax free plus allowances and cost-of- 
living adjustment, education grant and other benefits of international civil 
service. 
Send a detailed curriculum vitae quoting VA WPD-86-9 not later than 
31 August 1986, to Chief, WPXS, World Food. Programme, Via 
Cristoforo Colombe 426, 00147 Rome, Italy. 





Salary £33,000 p.a. 
(Pay award pending) 
The Council of Governors is seeking a suitably qualified woman 
or man to take the challenging position of heading the largest 
London Polytechnic. A majority of South Bank's 9,000 students 
are undertaking degree and higher level work. We employ some - 
2,000 staff. 


As Director, you will need to demonstrate the ability to lead a 
major institution and to respond sympathetically to the needs of 
the communities in which the Polytechnic is situated. You will |. 
join us with experience coming from either Education, Public 
Service, Industry or Commerce. 
Assistance can be provided with re-location expenses. 
Further particulars and application details are available 
from Professor W. G. Overend, Chairman of the Council, 
c/o Head of Personnel, South Bank Polytechnic, Borough 
Road, London SE1.0AA. We would also be pleased to 
receive suggested names of possible interested applicants 
from third parties, — < 
Closing date for application: 22nd August 1986. 


An Equal Opportunities Employer. 
South Bank 
Polytechni 


in the heart of London | 



































































































National Girobank seeks to ‘appoint an 
experienced and successful marketing specialist 
to this crucial senior management position. 


The Director of Personal Banking reports to 
the Managing Director. He or she will lead the 
development of financial products and services 
for the private customers of the Bank and, working 
through its regional network, oversee. their 
introduction and implementation. 


Candidates will be between 35 and 40. They 
should have: 


© Arecord of achievement in consumer marketing 










DIRECTOR OF | 
PERSONAL BANKING 


Airobank 


a 






© Experience of marketing: financial services 
and/or banking products 






@ The ability to work successfully with and 


through others 












The importance of the position will be reflected 
in a fully competitive level of remuneration. 







Applications, together with a curriculum. vitae, 
should be sent to Malcolm Williamson, Managing 
Director, National Girobank, 10 Milk Street, 
London EC2V 9JH. =" 







NATIONAL 
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Agricultural 
Planning Economist 
Honduras 


The Government of Honduras is seeking an 
Agricultural Economist to work with the Planning 
Department of the Honduras Land Reform Institute 
(Instituto Nacional Agrario - INA). 


This role follows-on an earlier ODA assignment 
to INA’s Small Business Programme and is seen 
as a means of capitalising on the current USAID - 
supported project designed to improve the structure 
and administration of INA. 

Reporting to the Director of INA and working 
directly with the Head of the Planning Department, 
major responsibilities will include supervising the 
creation of a database on the peasant farmer group 
beneficiaries of the land reform; strengthening INA's 
capacity to identify, analyse and formulate policies 
and help prepare, present and implement policy 
recommendations; improve programming, monitoring 
and evaluation of activities in support of land reform 
beneficiaries; and provide training to INA staff — 
as required. 

Applicants should be British Citizens aged 
30-40 with a post-graduate degree in economics 
or agricultural economics, seven years experience 
in rural development and be fluent in Spanish. 
Experience of the collection and analysis of field 
data and of the planning and operation of rural 
development programmes is desirable. 


The appointment is on contract to ODA, on Joan to 
the Government of Honduras, for a period of 2 years. 
Salary (UK taxable) will be commensurate with 
experience and qualifications and will include an 
element in lieu of superannuation. A tax free Foreign 
Service Allowance, currently in the range £3,265 to 
£8,845 pa, is also payable. 

The postis wholly financed by the British 
Government under Britain's programme of Aid to the 
developing countries. Other benefits normally include 
paid leave, free family passages, children’s education 
allowances, free accommodation and medical 
attention. 

For further details and application form, please 
apply, quoting ref. AH369/EF/TE, stating post 
concerned, and giving details of age, qualifications 
and experience to: Appointments Officer, Overseas 
Development Administration, Room 351, Abercrombie 
House, Eaglesham Road, EAST KILBRIDE, 

Glasgow G75 8EA. 


FSA QUERSEAS 


Britain helping nations to help themselves 




































































AGRISYSTEMS 


AGRISYSTEMS ‘is seeking technical assistance staff for 
long-term agricultural projects in the Caribbean plus East 
and West Africa; additionally consultants for short-term 
assignments in Asia, the Middle East and Africa. Specific 
needs are for personnel with experience in: 
—agricultural engineering (eg workshop management, 
land clearance, etc) 
~-draft animal power 
—extension and training 
agronomy, economics and project management 
(particularly in rice). 
(Certain of the posts require both English and French 
speaking; for others Swahili is desirable). 
Applications are requested from individuals, with oe" 
priate experience, interested in both long-term technical 
assistance posts and potential short-term consultancy 
assignments. A minimum of 10 years overseas experience 
together with a relevant degree is normally required. 
Write together with curriculum vitae to: 
Agrisystems (Overseas) Ltd 
Oxford Road 
Stone 
Aylesbury 
Buckinghamshire HP17 8PL 
Telex: 837596 AGRI G 
Telephone: 0296 748550 


e 
ECONOMIST 


Gilbert Eliott & Co is the London stockbroking 
subsidiary of Girozentrale Vienna, Austria’s leading 
investment bank. 


We are looking for an economist to work 
primarily with our Gilt and Fixed Interest teams, 
and also to liaise with the group’s other 
economists and offices in Vienna, London, New 
York and Hong Kong. 


Candidates should have a good economics 
degree and a minimum of two years’ experience in 
a banking, treasury or similar financial 
environment.. A good command of German, though 
not necessary, would be an advantage. 

Starting salary will reflect current market 
conditions, including bonus scheme, mortgage 
subsidy, medical insurance and pension scheme. 

Please reply in confidence to Malcolm R. 
Woodier, Gilbert Eliott & Co, Salisbury House, 
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PAINEWEBBER GROUP INC | 

















has acquired 
LONDON & PACIFIC 
AN OPPORTUNITY TO TRUST LIMITED 
INVEST IN THE PARADISE to provide banking services 
OF THE SOUTH PACIFIC in London 


The successful Castaway Resort group for sale The name has been changed to 


by private tender. 
The frou operates two up-market island resorts and a deluxe 
hotel located at Nadi international airport. 
Investment features: 
@ Excellent locations. 
# International reputation, 
© High growth potential. 
@ Tax free capital gains. 
@ Stable and supportive Government. 
Tender closes September 12th, 1986. 


Tender documents can be obtained by contacting: 






















PAINEWEBBER 
INTERNATIONAL 
TRUST LTD 

















47 Berkeley Square, 
London W1X 5DB. 


Pannell Kerr Forster 


Mr. Gil Levy — Sydney, Australia 
Telephone 612 — 233 3455 



























-| MAKING CONNECTIONS WITH CANADA? ASK YOUR 
-| MOVING AGENT TO USE TIPPET-RICHARDSON 

=? “Whether you're shipping products or relocating an office or home to Canada, you 

m m = can depend on your local moving agent for overseas transport. But once your 

‘Director int'l Business valuable shipment arrives at the Canadian border, your agent will need a mover to 

oe speed it safely to its final destination. 

‘That’s why your agent should consign your shipment to Tippet-Richardson — 

Canada's largest moving company. 

| With almost 60 years of experience in keeping Canada moving, Tippet-Richardson 

_ provides the friendly, reliable service you deserve, as well as: 

+: Experienced moving professionals who know how to expedite shipments at 
customs problem free. 

è Convenient scheduling and prompt deliveries to move your goods over 
Canada’s vast distances rapidly. 

¢ Offices across Canada and the U.S.A. to provide follow-up services for you or 
your agent. 

è Competitive prices to keep your overall costs as low as possible. 

When you make your move to Canada, be sure that Canada’s moving professionals 

are on your team. Ask you agent to consign your shipment to Tippet-Richardson 

~ Canada's friendly moving professionals. 

Have your agent Contact Tippet-Richardson. Call Ronald Waddling, 

Director International Business, at (416) 292-9416 Telex 06-963799 


TR) TIPPET- RICHARDSON LIMITED ' 











Gail Lovering 
Ottawa 











OVERSEAS DIVISION. .. 


Member of LACMA, BAR, FIDI, IATA. 


Offices in: Toronto * Hamilton * Kitchener + London « North Bay» 
"MEET SOME OF OUR TEAM MEMBERS -Stanan -Saori fenton s Vancouver Calgary -Edmonton -San dose 









USA 


Centerpointe of Tampa. A dramatic, sculpted, curvilinear design, 
providing offices of an extremely high standard by Taylor Woodrow | 


LONDON 


Commodity Quay at St Katharine-By-The-Tower. When completed it will provide over 243,000 


will be the new headquarters for the Landon Commodity Exchange. Client: St Katharine-By-The 
Tower Limited. Consultant Architects: Watkins Gray International (U.K.). Structural Engineer: 
Taywood Engineering Limited. Mechanical and Electrical Engineer: Taymech Limited. Quantity 
Surveyors: Rider Hunt and Partners. Main Contractor: Taylor Woodrow Construction Limited. 


Redwood and Pinewood detached homes at Woodlands’, Vinters Park, 
Maidstone~a Taylor Woodrow Homes Limited development. 





Taylor Woodrow have a proven track record in all aspects 
of Construction, Property and Homes. 

Today there are thousands of team members worldwide, 
and they are our greatest asset. It is this abundance of resources 
and expertise that has enabled Taylor Woodrow not only to 
achieve success in these areas, but also in coal and gas produc- 
tion, sand and gravel operations and a host of allied activities. 

To satisfy our clients requirements and to 
deliver on time and to budget the team brings a 


Indonesia: Irag- Malaysia: New Zealand: 


_ Teamwork inConstruction, 
_ Property and Homes Worldwide. 


square feet of offices, trading floors, residential accommodation and underground car parking and 






TAYLOR WOODROW 


Experience, Expertise, leamwork Worldwide. 


Australia - Bahamas - Bahrain > Brunei : Canada : China Denmark - Egypt: Falkland Islands - Gabon Ghana - Gibraltar- Great Britain - Guyana- F 
Nigeria -Oman -Qatar - Saudi Ambia- Singapore- Spain - Thailand. Trinidad UAE. -US 
























































LONDON 


Heathrow Terminal 4 
project, for which Taylor 
Woodrow Construction 
Limited was the manage- 
ment contractor. Client: 
British Airports Authority. 
Designers: British Airports 
Authority Engineering 
Department, Scott Brownrigg 
and Turner. Engineers; Briush 
Airports Authority Engineering 
Department, Scott Wilson Kirkpatrick Ù 
and Partners. Mechanical: Donald 
Smith Seymour and Rooley. Electrical: 
McLellan and Partners. Quantity 
Surveyors: British Airports Authority 
Quantity Surveying Department, Davis Belfield and 
Everest, Currie and Brown. Interior Design Consultants: 
Fitch and Company. Catering Equipment: David Humble 
Associates. 


USA 


Model homes at Beacon Hill Vistas, part of the master planned 
community at Laguna Niguel, California by Taylor : 
Woodrow Homes California Limited 


SAUDI ARABIA 


School of Signals complex at Khashm al An, Riyadh. Architects: Cable and Wireless, Consultant 
Engineers Structural: Alan Marshall Partnership. Mechanical and Electrical: Williams, Sale 
Partnership. Quantity Surveyors: Baker, Wilkins and Smith. Prime Contractor: Cable and Wireless 
PLC for MOD/PE, UK. Civil and Building Works Contractor: Taylor Woodrow International 
Limited. A z 
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tradition of craftsmanship and care to every job, together with 
the very best of modern technology. 

Our successful philosophy of free enterprise and team- 
work is amply demonstrated by the range and variety of projects 
both large and small in which Taylor Woodrow team members 
are currently involved in all five continents. : 

If you need help with a U.K. project please:contact Ted 
Page on 01-575 4354 and for overseas please contact 
Bob Tippins on 01-997 6641. 
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Go for gold 


If the free world is moving towards sanctions against 
South Africa, it had better calculate which sort it could 
actually impose. Most enthusiasts for them assume that 

vernments should forbid their businessmen to sell to 
suuth Africa any of the $14 billion of goods and services 
which that country buys from abroad each year. About 
half of those $14 billion consist of manufactured goods 
that could be shipped from almost anywhere—carrying 
labels saying they were bound for Brazil, Israel, Tan- 
giers, you name it—and then end up in South Africa 
after a delay of a few weeks. 

That would not cripple the smallest economy in 
Africa, let alone the largest. Even if half of these 
imported manufactures—representing about 5% of its 
GDP—had eventually to be made in South Africa, at an 
average cost perhaps 50% higher than today’s cheaper 
and better foreign goods, that would mean a once-for- 
all rise in prices of 23%, or perhaps an extra inflation of 
just under 1% a year in the next three years. Societies 
do not revolt against such tiny rises, imparted in a way 
that would give a protectionist boost to local industry. 
Many politicians get elected by foolishly promising 
protectionism of precisely that sort. 

The other half of South Africa’s imports are said to 

trickier for it, like oil. Are they? If South Africa 
offered twice today’s world price for oil, its oil bill 
would still stay far lower than last year’s—and the few 
supertankers it needs would then steam eagerly past 
any blockade, just as OPEC oil has flooded the country 
despite OPEC’s embargo against sales to South Africa. 
Since Argentine ships reached Port Stanley while the 
trigger-ready British navy circled that tiny port, how 
would the free world’s trigger-cautious navies blockade 
South Africa’s 2,400 miles of coast? Sink each Durban- 
headed Liberian supertanker, thereby polluting Sey- 
chelles tourist beaches with 600,000 tons of oil? The 
Liberian would always have papers showing that his 
tanker was going round to the Cayman Islands. 


An experiment and a silencer 

The intelligent case against sanctions does not rest on 
the untested proposition that an effective and applied 
embargo would do nothing to change the course of 






be effective, because not applied: even if every govern- 
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events in South Africa. Rather, it is that they would not 





nent passed them into law, they would be evaded. But- 
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this case, tested and proved a dozen times by history, is 
not believed by many governments. The result is 
international discord on a grand scale, setting rich nort 
against poor south, black against white, even some 
governments in Western Europe against each other. 
That pleases only the South African government and 
the Politburo. : 

It is time for the main western powers to take b 
the initiative. There is one economic pressure that can 
be applied against Mr Botha without involving an 
improbably large number of sanctioners, and thus 
ensuring that some of them cheat. The opportuni 
arises because about half of the $15 billion of foreig 
exchange that South Africa earns each year comes from 
its two biggest exports, gold and diamonds, each o 
which has its price weirdly propped because (for gold) 
central bankers and (for diamonds) an international 
cartel are holding more than 90% of potential suppli 
off the market. Hornblower could not blockade this 
half of South Africa’s exports, sales of which can be 
made by telephoning Zurich and Amsterdam to stick a 
new ownership label on crates already airlifted there. 
The most achievable quick sanction would be to threat- 
en to cut the world price of gold. 

At present South Africa’s annual 21m ounces 
newly mined gold fetch around $350 an ounce simply 
because 950m ounces of existing gold are held out of the 
market, in central banks’ vaults. America owns 263m 
those ounces; a dozen other rich countries own mo 
than 10m ounces each. Holland, which favours strong 
sanctions, holds 44m. Some of this gold is still valued 
central banks’ mendacious balance sheets at the o 
“official” price of $35 an ounce. If Sir Geoffrey Howe 
mission to Pretoria draws its expected blank, govern- 
ments in North America, the EEC and the Common- 
wealth would be wise to stop shouting at each other a 
consider whether to issue some communiqué like: 

Unless Mr Nelson Mandela is released by September 3 

the central banks signing this statement will start to 

gold from their vaults, with the object of slashing go 

market price. 
This would make a large cut in South Africa’s earnin 
within one hour, because private hoarders from Bom- 
bay to Brittany would be rushing to sell their gold 
crashing prices before the central-bank selling began 

Diamonds could be anti-apartheid’s second-b 









friend. South Africa earns about $1 billion a year from 
_ Sales of diamonds, which are marketed through a ring? 
that keeps prices at a huge multiple of cost. Free 
countries could say that any of their nationals who ‘ 
Operate in cahoots with this ring will be prosecuted 
under restrictive-trade-practices acts. They would be 
hitting at South Africa’s vitals, without doing great and 
unpopular harm to the many more of their own 
businesses that would be affected by a policy of 
generalised sanctions. And those who have the interests 
of-a black-ruled South Africa at heart should remember 
hat that someday-country will need precisely the other 
mpetitive exporters and foreign multinationals which 
he boycott-potty want to smash or make withdraw. 










































Innocent victims will need help 

‘Will there be criticisms of this suggested policy of 
playing politics only by threatening the gold and 
diamond markets? Yes, torrents. Banks will forecast 
financial crisis if the loans they have made on the 
assumption of $350-an-ounce gold as collateral sudden- 
ly have their collateral shrunk. Some honest businesses 
involved in the present peculiar systems of distributing 
and mining gold and diamonds would be ruined. Pity 
poor Arabs who have placed their oil fortunes in gold 
Tather than in banks, Indians whose wives flaunt 
dowries in bracelets made from the smuggled metal, 
and expect interesting ructions in the underworld. 
Untraceable diamonds and gold are currencies used in 
the great international trades in heroin and tax evasion. 
There would be some wider risks. If the 950m ounces 


High interest rates are a damaging way to keep 
sterling damagingly strong 


Foreign-exchange dealers have decided that sterling is a 
petrocurrency after all. Until last week it had shrugged 
ff a drop in the price of oil from $28 a barrel to $10. 
ut when the price went below $10, the pound’s trade- 
eighted value fell 3% . Hopes of an early cut in interest 
tes were replaced by talk of a rise. 

The change of mood should not have been necessary. 
sliding oil price is the only good reason for letting the 
ound fall: problem matched by solution, both connect- 
ed to the long-term health of the British economy. If 
exporters are to fill the gap left by lower oil revenues, 
their international competitiveness must improve—ie, 
sterling’s real exchange rate has to drop. The virtuous 
way of engineering such a drop, by Britain’s unit labour 
costs falling faster than its competitors’ have been 
doing, cannot be wished into being. And the cost- 
boosting effects of a fall in the nominal exchange rate 
will at least be muted while oil is getting cheaper. 

On most calculations, the pound needs to depreciate 
by around 10-12% to compensate for the drop of two- 
thirds in oil prices. Yet, at the beginning of last week, 
sterling’s trade-weighted value was barely 3% below its 
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Props for the pound 











of gold in central-bank vaults were suddenly decimated 
in market value, governments might have to loosen a 
Squeeze on international liquidity. In pre-Nixon days, 
when everybody agreed it would be economically 
absurd ever to help only South Africa and the Soviet 
Union by allowing the gold price to rise even one cent 
above $35 an ounce, every Princeton professor had his 
own scheme for extending international liquidity, by 
allowing intellectually managed SDRs to take over the 
role hitherto superstitiously filled by gold. Some of 
those schemes might usefully be dusted over, and it 
would for once be right to make Johnson-Matthey-type 
rescues of stray financial institutions that were hurt by 
the gold-bust. 

First sales of central-bank gold should be decided by 
whether Mr Mandela is released before September 
30th. Later threats of sales could be graded to any terms 
Mr Botha offered to him and other black leaders; when 
the terms became ones that Mr Mandela would be. 
unreasonable to refuse, the central banks could st 
buying back now-cheap gold. id 

A gold-bust could show, as conclusively as man 
knows how, whether economic pressure has any influ- 
ence on South Africa’s unfolding tragedy. Nobody can 
be sure that it would work, but it might. Britain 
abandoned the invasion of Suez in 1956 when Eisen- 
hower’s muttered ultimatum threatened a collapse of 
sterling. This was more tactful and effective than 
threatening that the American Second Fleet would 
blockade the Isle of Wight, so as to ban Scotch whisky 
exports from Glasgow. 
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average 1985 level; even by the middle of this week 
was still only 6% lower. As a result, the prospects are 
grim for Britain’s current account as net oil revenues 
halve from £8 billion in 1985 to less than £4 billion next 
year. Some of that lost revenue will be replaced by 
higher invisible earnings—including income from £90 
billion of foreign assets, much of them stashed away 
since 1979. But the non-oil trade balance is deteriorat- 
ing almost as rapidly as the oil surplus. In the three 
months to May, the volume of non-oil exports was 2% 
lower than in the same period of 1985, while imports 
were 4% higher. After seven years of surplus, Britain’s 
current account looks set to swing into deficit in 1987. 
The main reason for the pound’s resilience to tum- 
bling oil prices is, of course, high interest rates. Real 
short-term rates are a staggering 74% in Britain, three 
percentage points higher than the average of the four 
biggest OECD economies. The government has kept 
interest rates—and hence the exchange rate—high for 
two reasons. First, it feels unable to ignore the rapid 
growth in sterling M3, still the most watched (if most 
misleading) measure of money. Sterling M3 jumped by 










Two consuls in Rome 
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over 18% in the year to June, way above its already 
generous target of 11-15%. Government officials worry 
that the liquidity “glacier” could become an inflation- 
ary flood if interest rates were cut. More likely, sterling 
M3 has been swollen by the financial revolution and a 
permanent shift in savings habits: the money stored up 
in it is not going to be spent. 

The second reason for keeping money dear and 
sterling high was to put pressure on companies not to 
concede excessive pay rises. This is a legitimate weap- 
on, but a dreadfully blunt one. Unless it is backed by 
other measures that will make the labour market work 
more smoothly, it will bludgeon the economy into 
recession again. In the three months to May, manufac- 
turing output was 1% lower than a year earlier. 

Next year, rising inflation and a current-account 
deficit will be joined by mounting concern about the 
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impending election. These are the ingredients for a full- — 
*blown sterling crisis. The longer the government tries to — 
*delay the pound’s inevitable decline, the bigger the risk _ 
, of a collapse next year. That would give Mr Nigel — 
Lawson, the chancellor of the exchequer, the unenvi- 
able task of raising interest rates in the weeks before 
polling day—and almost certainly having to accept a 
drop in the pound as well. How much better to allow _ 
the slide now for a good economic reason than later for 
a bad political one. 

A slide has other virtues if it happens in the next few 
weeks. Sterling would probably go down against the D- — 
mark, but stay steady against the still-falling dollar. 
This should allow the government to follow America’s 
lead and cut interest rates soon, while leaving the way 
clear for popping the pound into the European Mone- 
tary System at a super-competitive rate. : 





The Craxi-de Mita row could open up a new vista in Italy 


The oldest landmark in the politics of Western Eu- 
rope—more than 40 years of unbroken rule over Italy 
by the Christian Democrats and their small-party al- 
lies—may soon be demolished. The fall of Mr Bettino 
Craxi’s government on June 27th was a bigger event 
than most people had realised. It was not just a struggle 
for power between the two big men of Italian politics, 
the Socialists’ Mr Craxi and the Christian Democrats’ 
Mr Ciriaco de Mita. Nor was it just “another” govern- 
ment rearrangement, like the two score that preceded 
it. It marked the end of Italy’s longest spell of unbroken 
government (nearly three years) since the second world 
war; and it could carry Italy a long step nearer a true 


„two-party system. 


Italy has suffered from two main political ills since the 
overthrow of Mussolini. The first was the fact that the 
Communist party dominated the left of the political 
spectrum. Most Italians thought a vote for the left was 
too risky, so they kept in power a Christian Democratic 
party which grew fat over the years from vote-buying 
and bureaucracy. The second complication was that the 
Christian Democrats needed the support of some of the 
half-dozen smaller parties to make up a majority. The 
result was ever-changing governments that seldom 
seriously changed policy. 

In 1983 the tough-minded Mr Craxi, leader of the 
largest and most necessary of those allies, the Socialists, 
stopped the merry-go-round. He insisted on becoming 
prime minister of a coalition which, by general consent 
of its members, would last for three years. The Craxi 
government has increased Italy’s authority abroad. The 
economy has grown at a respectable 2-3% a year, 
inflation fell from 15% in 1983 to barely 6% now, and 
the horrific budget deficit of 16% of GDP has recently at 
least got no worse. 

The novel experience of having more Christmases 
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than governments ended when the Christian Democrat- 
ic party’s secretary, Mr de Mita, said that after three 
years of playing second fiddle it was his party’s turn to | 
lead the orchestra again. Mr Craxi retorted that he © 
should be allowed to go on pleasing the audience. 
Otherwise, he hinted, he might consider himself free, 
after a general election, to go into alliance with the 
Communist party. Even in the present parliament, a 
coalition of Communists and Socialists, plus the small — 
Republican and Social Democratic parties, if they — 
joined in, would have a slender majority. ¢ 


A Socialist-Communist get-together? 
Until now, Mr Craxi’s mistrust of the Communist party 
had seemed to make such an alliance impossible. But 
what better laboratory for testing the genuineness of 
the Communists’ claim to be converted to democracy 
than a government led by the staunchly pro-western Mr- 
Craxi, who could end the experiment at the first signs of 
the Communists reverting to type? With Mr Craxi as 
prime minister, even foreign bankers and NATO allies 
might accept the idea of Communists in government. 
This threat of a Socialist-Communist get-together 
would, Mr Craxi thought, be enough to silence Mr de 
Mita and make him accept the arrangement the Social- 
ist leader much prefers—a continuation of something 
like the present Christian Democratic-Socialist combi- 
nation. Why did Mr de Mita not immediately cont 
Because he still had cards to play. He is confident of the _ 
Christian Democratic party’s electoral strength: last — 
month’s local election in Sicily showed no decline in- 
Christian Democratic support, only a slight increase in — 
Socialist support, and a continuing erosion of the 
Communists’ vote under their ditchwater-dull leader, — 
Mr Alessandro Natta. In the next general election, Mr — 
de Mita believes, any hint of a Socialist-Communist 
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Iliance would stampede nervous voters to the Christian 
Democrats. 


Giulio Andreotti, the veteran Christian Democrat who 
was asked to assemble a government to succeed Mr 
Craxi’s (see page 35). The Socialists said last week that 
hey would not serve under him, and a couple of other 
mall parties followed suit. Mr Andreotti’s only other 
-hope was to persuade the Communists to back him in 
arliament, without being members of his government, 
s he so skilfully managed to do between 1976 and 1979; 
ut the Communists, who did not enjoy those years of 
esponsibility without power, are not keen to indulge 
Mr Andreotti. They would prefer an “alternative of the 


“companies overseas 


japanese governments. have punctuated this decade 
with apologies for their country’s current-account sur- 
uses and with promises to cut them in future. To no 
vail: the surplus widened from $5 billion in 1981 to $21 
billion in 1983 to $49 billion in 1985. That inexorable 
Tise would by now have gone into reverse were it not for 
he fall in commodity prices. Japanese exports are 
fficially forecast to shrink by 5% in volume this year. 
More telling still, the falling profits reported by Japa- 
iese companies since the Group of Five conspired last 
September to push up the yen suggest that a stronger 
currency is about to price some made-in-Japan goods 
ut of world markets. 

-For the evidence, look beyond the survey of 425 big 
ompanies listed on the Tokyo stock exchange. It shows 
an overall decline of 8.4% in corporate profits in the 
atest financial year, but many of these companies are in 
domestic businesses like construction and retailing 
where foreigners tread only gingerly. Look instead at 
the profit drops of 20% or more reported by big 
xporters: Casio Computer, Hitachi, Mitsubishi Elec- 
ric, NEC, Seiko, Yamaha Motor and many others. 

Of course, to ascribe it all to a stronger yen, as some 
apanese companies are doing, is misleading, and 
ometimes deliberately so. The worldwide slowdown in 
ales of semiconductors, hi-fi equipment, video-record- 
rs and personal computers has hurt all consumer- 
lectronics companies. Overcapacity in shipping and 
hipbuilding is worldwide, too. It is China’s reduced 
oreign-exchange reserves, not a mighty yen, that have 
cut Japanese exports across the East China Sea. 

-The squeeze on profits also owes something to 
reative accounting. The financial year for most Japa- 
ese companies ended on March 31st. The average 
exchange rate for the yen during that year was Y221 to 
the dollar, barely above its average level (¥238) for the 
our years to March. With everybody in Japan expect- 
ng the worst, Japanese exporters have been writing 
own just about everything, from dusty stocks of last 








A yen for foreign investment 


A stronger currency is at last pushing more Japanese 


left” in alliance with the Socialists. Mr Andreotti, or 
* some fresher face, may have to stitch together a 


_ Mr de Mita’s other card is a rather dog-eared one: Mr* temporary arrangement for as long as it takes to get 


Italy’s next budget approved and to prepare for an early 
° election. . 

It looks a confusion, but it may conceal a new 
coherence. Italians can take comfort. Either of the 
prospects likely to face them after an election—a 
renewal of the Christian Democratic-Socialist alliance 
that has ruled them better than anything they have 
known for years, or a controlled experiment with an 
alternative government of the left—would be better 
than the one-party domination that the lack of an 
alternative has imposed on them for the past 40 years. 








Yen against dollar 


inverted scale 
1986. 


abu Y 





year’s model to shiny new robotic tools. 

Japanese accountants are super-conservatives. Prof- 
its are understated so much that the price-earnings ratio 
on the Tokyo stock exchange is around 45, compared 
with 14 in Britain and 18 in America. Many Japanese 
accountants are today taking full advantage of a fiscal 
system that allows them to pull together all manner of 
special (untaxed) reserve funds for a rainy day, label 
them debts and so reduce their taxable profit. The 
Nakasone government is pleased. The more evidence it 
can cite to show that a stronger yen is doing its stuff, the 
less the pressure on Japan to produce another emergen- 
cy package of financial liberalisation, export restraints 
and accelerated imports. 


Export-substitution industries 

Do not, however, let the provisoes obscure the big. 
change. Though Japanese companies are both cryi 
before they are hurt and exaggerating the pain, expor 
ing ceases to be fun when the yen has risen to Y160 to 
the dollar. Most manufacturers have already started 
buying more components from abroad and raising their 
dollar-denominated transfer prices to overseas subsid- 
iaries. If these have yet to come through to the 
customer, it is because branch managers are scared of 
losing hard-won market share. But they will soon have 
to increase prices—or risk repatriating losses, not 
profits, at the end of the present financial year. 

Still better evidence that more Japanese companies 
are coming to accept that an under-valued yen is a thing 
of the past is their growing interest in direct investment 
overseas. Countries seeking job-creating investments 
are being treated with a new seriousness, especially by 
Japanese makers of home appliances and lowish-tech 
goods (see page 60). The new rule of thumb for 
Japanese exporters is: if it costs less than $100 to 
produce, make it in South-East Asia; otherwise build.a 
plant as close to your export market as possible. 

Suddenly, those brave investment decisions of a 









_ decade ago—to build car plants in Kentucky, Tennes- 

see and Ohio, electronics factories in Oklahoma, Ar- 
_ kansas and South Wales—look like paying off hand- 
` somely. If the yen settles back to around Y180 to the 


-Half-way housing 


_ Bad rules are stopping private money getting into Britain’s public housing 


_ Britons need more kinds of housing. Most have to 

‘choose between renting homes from local authorities 

_ and owning their own. Fewer than 10% of households 

-now rent from private landlords. Yet more rented 
housing, at a price the poor and the young can afford, 
would mean a more mobile workforce and, by breaking 
2 near-monopoly of local-authority landlords, would 
~cOurage them to raise their standards. 

The 2,600 housing associations would love to help. 
Halfway between public and private sectors, they do a 
job which the private sector cannot begin to do, under 
rent controls, and which the present government will 
not finance councils to do adequately: they house the 
‘poor and other groups with special needs, about 1m 
people in all. Barely a quarter of their new tenants in 
1985 had jobs; half had incomes below £60 a week. And 

housing associations do the job well. They are non- 
political; they are generally run by volunteers; they are 
mostly small—one with 2,000 houses is rare; manage- 

-ment costs are much like those of councils (except in 
London, where they are far lower); they can be the base 
for self-managed tenant co-ops. In short, they are a 
worthy mixture of public spirit, self-help and small-is- 
beautiful. You might expect such bodies to be specially 
dear to Tory hearts. They are not. 

Capital for the associations’ new building or rehabili- 
tation comes, through a central body, the Housing 

poration, from government. Unlike Whitehall de- 


Genetic interfering 


Examine genes to discover health risks, but don’t let the information 


fall into the wrong hands 


After racism and sexism, geneism? Medical science is 
about to set another teaser for lawmakers: discrimina- 
tion against people because of their genetic make-up. It 
is posed by advanced genetic-screening techniques that 
promise to revolutionise medicine by showing how 
susceptible a person is to this or that disease. Which is 
marvellous, so long as people are not denied jobs and 
insurance just because of their genes. 

: This is a real danger as employers and _ insurers 
scramble for information about who is going to die 
when, and of what. The few precedents. are not 
encouraging. Several of the rare genetic defects have 
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and several cancers—long before the illnesses start 














dollar, many of them could make profits out of export- 
*ing their products back to Japan. If it goes to Y147, as 
the Industrial Bank of Japan is forecasting, they could 
, make a fortune. a 













































partments’, its money—about £850m a year gros: 
£725m net—has been frozen in cash terms, and is 
planned to stay that way. In real terms, that implies a 
fall. So the corporation is doing just what Whitehall 
should want: it is looking for private money. 
A little is now arriving for the low-cost home- 
ownership schemes that the associations also operate. 
Getting private capital to build rented homes is bound 
to be harder, because housing-association rents, like 
those of most private landlords, are controlled at 
uneconomic levels. Mix public and private mone 
though, and it could be done. The more imaginative. 
building societies are ready to help. Enter Whitehall. 
Its first objection is that public money costs less to. 
borrow than private, so why pay extra—Catch 22, given 
that public cash is tightly rationed. All right, sa 
housing associations: councils spend vast sums keeping 
homeless families in bed-and-breakfast—why not let us 
build for them, and get just part of the money as rent 
No, replies Whitehall: that would mean shifting counc 
spending from one heading to another. What about flat 
sharing schemes and sheltered housing, where sensibl 
rents can be charged? Perhaps. But the Treasury— 
which does not want more money, from any source 
going into subsidised housing—insists that part-publi 
spending counts as fully public. The Housing Corpora- 
tion says it is talking to Whitehall and hopes for 
change of heart. It was saying that a year ago. i 


American biotechnology companies are already de- 
veloping marketable batteries of tests that single out 
those most likely to succumb to fairly common: conc 
tions—heart disease, diabetes, alcoholism, emphysema 











































develop. In the van is Focus Technologies of Washing- 
ton, DC. It will soon run a trial of its BioMark® 
programme, in which several thousand people will be’ 
screened for some 40 conditions. 

One of its tests tries to predict the lung disease 
emphysema by looking for the genes that determine 
_ production of an enzyme called AAT that detoxifies tar. 
Focus says that low AAT producers who continue to 
- smoke heavily are likely to get emphysema. But the 
purpose of the tests is prevention, not ghoulish predic- 
ion. The company says it will test only for conditions 
that can be fended off. 

_ That is an essential restraint, for it is hard to see how 
anybody can benefit from learning that he is susceptible 
o an unstoppable disease. But even tests confined to 
avoidable diseases contain dangers if employers or 
nsurers can insist on them, and misuse the results. If a 
company could pick out the people likely to succumb to 
workplace hazards, it might decide not to hire them 
rather than, eg, reduce the level of coal or cotton dust. 
Such decisions could be made to sound reasonable. 





Are a'symptom of Vietnam’s sickness 


Vietnam is living in the past. This is an affliction of 
countries that have astonished themselves by a martial 
riumph. Vietnam’s war, with its extraordinary victories 
over first the French and then the Americans, ended a 
decade ago. In Britain, a decade after the second world 
war, a senile Churchill was finally prevailed upon to 
etire. It is not easy to change a winning team, even 
when it is long past its best: so the Vietnam war heroes 
are still fumblingly in charge of peace. 

The new leader of the Vietnamese Communist party 
s Mr Truong Chinh, who is 80. He succeeds Le Duan, 
who died on July 10th at the age of 79. Mr Truong 
Chinh will rule with the help of the prime minister, Mr 
Pham Van Dong, who is also 80, and the party 
trategist, Mr Le Duc Tho, who is 75. If Ho Chi Minh 
were still alive, at 96, no doubt even he would still be 
lecturing the Politburo. So ends, for the time being, 
peculation that Le Duan’s death might enable a young 
Vietnamese Gorbachev or even a young-minded Deng 
Xiaoping to bring new life to a decrepit country. 
Vietnam appears incapable of such a change. If 
Vietnam were a person, he would seem to be going 
mad: not simply living on his memories of tunes of 
glory, but incapable of living in any other way. The 
herapist entrusted with the case would note that this 
Was not the result of any intellectual failure. The 
_ Vietnamese know as well as anybody else that their 
country is dirt-poor, dependent on the not-very-gener- 
ous charity of the Russians, whom they despise as 
‘dollarless Americans”. They surely appreciate the 
_ absurdity of spending a third of the country’s income on 
its army when one week’s real diplomatic effort could 


Fading tunes of glory 





Some companies already bar women of reproductive 
age from working with some substances in case they 
harm the foetus. So another essential restraint is to 


. make the results of the tests available only to those who 


undergo them, at least until genetic screening has 
proved reliable and until sensible ethical and legal 
guidelines are in place. Tell people that smoking will 
kill one smoker in two and they can believe that they 
will have the lucky lungs and hearts. But tell a person 
that he will almost certainly get emphysema if he goes 
on smoking and he is likely to take heed. With these 
minimal safeguards, genetic testers ought to be allowed 
to get on with their work. 

Of course, those who get a clean bill of health on an 
AAT-emphysema test may breathe a sign of relief, light 
up and then die of lung cancer instead. But when ‘there 
are tests for all the ills that smokers are prone to, that 
problem should dissolve. In the meantime, a little 
genetic knowledge will sometimes prove a dangerous 
thing. So be it. If you want a lot of knowled 
eventually, you have to go for a little bit first. 








dramatically ease its troubles in Kampuchea and its 
border squabbles with China. 

But the therapist would also have to take account of 
the unreal side of Vietnam. Armies of occupation are 
out of fashion in South-East Asia these days, but 
Vietnam seems unable to accept the change. It is 
incapable of economic consistency. In June, several 
ministers were sacked, apparently because they op- 
posed a tiny attempt at free-market reforms, including 
letting peasants sell some of their produce privatelv- 
But the new policymaker-in-chief, Mr Truong Chinh 
a bitter opponent of the free market, especially im 
agriculture. He once ran a Maoist-style agricultural 
policy so catastrophically that Ho Chi Minh sacked him. 
Students of irony may also note that General Giap, he 
of Dien Bien Phu and other military masterstrokes, and 
now 74, is in charge of Vietnam’s maternity services. 


The Prussia pattern 

In their hour of triumph in 1975 the Vietnamese were 
known as the Prussians of Asia. Not an unapt title. The 
original Prussian soldiers were peasant conscripts who, 
under Frederick the Great, had a series of astonishing 
victories. The word Prussian symbolised brute force 
long after Prussia’s power had waned. Now a myth has 
grown up around the new Prussia. It is seen as a dragon 
whose prisoners can be freed only by Rambo. It is more 
sensible to think of Vietnam simply as sick. Unfortu- 
nately, no therapist is available to move its mind from 
memories of war to the unsung crafts of peace. Such 
things come more easily to countries that have lost 
wars, not those that ne won them. À 


GROWTH IN LESS 


THAN 2 YEARS. 








































Wires we launched our new Uni-UK Equity Trust on 
September 22nd 1984, we said at the time that the 
British economy was a particularly promising investment. 

It was. 

The offer price of our accumulation units rose to 
92.6p in the Trust's first twenty one months. An 
increase of 85.2%. Over the same period the Financial 
Times Ordinary Share Index increased by 66.5% 4 
(adjusted for the reinvestment of net income). 24 
But youre by no means too late to join our JA 

1ew Trust. Because the British economy is 
still a sound prospect, with plenty of 


room for growth. 5 
UK PROSPECTS: yA" 
POISED FOR GROWTH. Q 


Gross Domestic Product in the UK 
is predicted to rise 3% over the next twelve 
months. A high level of consumer expenditure 
will provide the major stimulus to the economy. Corporate 
profits are expected to increase by 15%. Interest rates should 
continue to fall and inflation should remain at its current 
low level at least until early 1987. 

l Markets for British goods are expanding. New retail 
ventures are succeeding, 


INVESTING IN UK CO 


Our Unt-UK Equity Trust invests in mainly British 
companies, large and small, old and new, manufacturing and 
retail. 


























The minimum investment is £500. An initial charge of 5% ts. made which 


is included in the offer price of units, There js an annual charge of 1% (plus VAT) 


of the net asset value of the Trust, deducted weekly from income In accordance 
with the terms of the Trust Deed, the managers may increase the annual 


To: Barclays Unicorn International (Isle of Man) Limited, (The Managers} 1, Thomas Street, Douglas, isle of Man. Telex: 627153. Tel: (0624) 23252, 


Lump Sum Investment: 1/We enclose cheque/drait in your favour for 
Bay. Kannada ~ (Minimum £500) which please invest for me/us 
in Barclays Uni Equity Trust, accumulation/income units (delete as 
appropriate or accumulation units will be issued) at the offer price ruling on 
the next dealing day following receipt of the application. 








UK Bank Accounts should be by Bankers Draft. 
SIGNED 









Note: All payments should be in pounds sterling and payments from non- 





investors funds. 

The Trust is based in the politically stable Isle of Man, 
where there are no domestic taxes on the Trust, or on the, 
income paid to unit trust holders resident outside the Island. 
The fund will receive dividends from United Kingdom 


We ask a minimum of £500 to join the | 
f Barclays Uni-UK Equity Trust. 
O And we give you a choice of ways to | 
invest. 
Choose accumulation units, and we will | 
automatically reinvest the income in order to 
enhance the value of your investment. 
Or choose income units, and we will pay you the 
income generated by your investment annually on 
30th September. 
However, the emphasis of this trust is on capital growth, 
and any income distributed will be small. 
Please use the subscription form below, specifying 
accumulation or income units. 


PRICE AND YIELD. 


The offer prices of the income and accumulation units- | 
were 91.3p and 92.6p respectively-on Ist July 1986, when 
the quoted gross yield was 0.3%. Prices are calculated each 
Tuesday and units can be bought and sold on that day. 

Remember that the price of units, and income from 
them, can go down as wis up. Past performance is not. | 
future. 








management charge to 14% by giving unitholders 3 month's notice. 

You can sell back units on any of the dealing days ata price not. less 
than the realisation price calculated in terms of the Trust Deed under which 
Barclaytrust Isle of Man Limited is Trustee. 
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average performance. 
The result is an approach to investment which recognises the importance Of 
the skills and the judgement of the individual manager, and the need for full 
and up-to-date research from the world’s main markets. 

But which deploys these strengths within a structured and disciplined context, 
in order to achieve better and more consistent results. 

That too is a familiar objective: any firm would say as much. But how many have 


offer our clients the best balance between potential reward and acceptable 
levels of risk.” 

The objective is not unusual. But the way that we achieve it is. 

in investment management, the biggest problem is the sheer quantity and com- 
plexity of the information which is available as a basis for decisions. 

the way the information is processed is critical. 

At County Investment Management, we have broken new ground in the use 
of highty-disciplined financial modelling techniques, which give our invest- done as much as we have to achieve it? 


ment managers the framework within which they can make good decisions. COUNTY INVESTMENT MANAGEMEN] 


Such disciplines help us, like any trained gymnast, to achieve peak rather than alate oe 
The NatWest Investment Bank Group z ; Nobody S in better shape 












As those behind cry forward 


“Commonwealth fury”, say some of the 
headlines, “Commonwealth in danger”. 
Yes, well, we have been here before. 
Repeatedly. 

Just 20 years ago, President Kenneth 
Kaunda was urging the presidents of 
Kenya, Tanzania and Uganda to join 
Zambia in threatening to leave the Com- 

mwealth if Britain would not toughen 

_ the steps it was taking against a white 
government in Africa (Mr Ian Smith’s 
Rhodesian regime). They refused to join 
him. That was in July 1966. In September 
a Commonwealth conference produced a 
formula which Kenya and Uganda hailed 
as satisfactory, and Mr Kaunda dropped 
his threat. In 1969 President Julius Nyer- 
ere served a warning that Tanzania would 
pull out if Britain made the deal with Mr 
Smith that then seemed imminent; but 
the deal was not made. 

In spite of many predictions, the Com- 
monwealth has survived Britain’s entry 
into the EEC as well as the 15-year-long 
Rhodesian wrangle. It has survived nu- 
merous other quarrels among its mem- 
bers and even full-scale wars between 
them (India and Pakistan in 1965, Ugan- 
da and Tanzania in 1979). The withdraw- 
als of Ireland, Pakistan.and South Africa 
were not acts of protest about Britain’s 
policies. The number of members. has 








doubled in the past 20 years and now 
stands at 49. Of all these, Zambia is at 
present alone in threatening to withdraw. 
(Boycotts of Commonwealth games, see 
page 43, are much more modest, and 
familiar, gestures.) 

When Sir Geoffrey Howe, the British 
foreign secretary, visited Zambia on July 
8th, Mr Kaunda reiterated his warning 
that he would pull Zambia out if the 
seven Commonwealth heads of govern- 
ment, who will meet in London on Au- 
gust 3rd, fail to agree that South Africa’s 
government should be subjected to se- 
vere economic pressure. 

But Mr Kaunda’s reluctance to take the 
threatened step was shown in his subse- 
quent comment that “the Commonwealth 
is a wonderful organisation, and every- 
thing must be done to keep it going.” 
And there have, meanwhile, been indica- 
tions that Mrs Thatcher may feel she has 
already reduced expectations about the 
August meeting enough to enable her to 
make some concessions there. The Com- 
monwealth secretary-general, Mr Shri- 
dath Ramphal, may thus be justified in 
voicing the belief that “there is a point 
between comprehensive sanctions and 
mere gestures at which Commonwealth 
leaders can meet.” 





The August meeting, like the recent 
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activities of the “eminent persons group”: 
(EPG), is a product of the agreement: 
reached at last October's Commonwealth 
conference at Nassau. There, the 49 gov- 
ernments, declaring that apartheid posed 
a “challenge to the values and principles 
of the Commonwealth” which could not 
be ignored, agreed to send the EPG to 
South Africa to try to help get negotia 
tions going between the government and 
the black population’s “true representa- 
tives”. They also agreed to apply certain 
economic measures, including bans on 
sales of oil and on government loans. 
If adequate progress was not made, the 
nominated seven heads of government 
(of Australia, the Bahamas, Britain, Can- 
ada, India, Zambia and Zimbabwe) 
would meet and “further measures” 
would be considered, possibly including 
bans on new investment in South Africa, 
on air links with it, on imports of its farm 
produce and on promotion of its tourist 
trade. If, again, these steps proved inade 
quate, the heads of government would 
consider “further effective measures”. 
As. Mr Ramphal has emphasised, th 
intention of the “staged” approach. 
adopted at Nassau was that a full trade 
embargo would be applied only as a las 
resort; the fact that it was being held it 
reserve might serve to discourage South. 
African retaliation against neighbourin 
states. Mrs Thatcher’s assertion that wha 
most Commonwealth governments, ar 
now contemplating is really a matter of 
“signals”, rather than punitive measures, - 
does not seem irreconcilable with this 
interpretation of the Nassau accord. 
So what is now in prospect is a lot of 
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strenuous pulling and hauling but not, as 
things stand, a final breaking up of the 
Commonwealth. Why, then, those lurid 
headlines? 

People with good memories may recall 
seeing them appear on the eve of almost 
every Commonwealth conference in the 
past quarter of a century. By now, one 
might suppose that the penny ought to 
have dropped. It should have become 
clear that, although a member-state 
which threatens to pull out can thereby 
exert a fair bit of leverage, an actual 
withdrawal may leave it with none. 

Most Britons, most of the time, are not 
aware of the Commonwealth. The only 
thing that automatically attracts their at- 









FROM OUR PEKING CORRESPONDENT 


The cultural revolution began 20 years 
ago this week, after Mao Zedong’s fam- 
ous swim of the Yangtze River, and did 
not end until ten years later with the 
arrest of the Gang of Four. Today China 
is bustling with freeish markets, girls in 
summer dresses, zippy new cars and 
armies of construction cranes. But the 
scars of the cultural revolution, which 
was started by Chairman Mao in pursuit 
of a dotty political theory and then 
whipped up by his wife and her three 
henchmen, still mark every part of Chi- 
nese life. 

Those worst affected are the 130m or 
so Chinese now in their late twenties to 
late thirties, many of whom were left 
unschooled in the chaos that all but 
destroyed China’s education system. 
They should by now be moving into 
positions of responsibility and putting 
China’s economic reforms into practice. 
Instead, they make up what factory man- 
agers and village elders call the “lost 
generation”. During the period that Chi- 
na’s leaders now refer to as the ten years 
of upheaval, some 17m young people 
were removed from the cities to the 
countryside, to “learn from the peas- 
ants”. Many are still waiting for official 
permission to rejoin their families. 
Countless more were orphaned when 
their parents were caught up in the 
violence of Chairman Mao’s Red Guards 
or else packed off to labour camps. 

They were not the only sufferers. 
China’s Communist party leader, Mr Hu 
Yaobang, reckons that up to 1m Chinese 
died during the cultural revolution and 
perhaps 30m were persecuted by the 
“leftists”. Intellectuals, religious believ- 
ers, even people who could speak for- 
eign languages, were ostracised or sent 
to labour camps. It was dangerous to be 
suspected of harbouring “bourgeois” or 
“feudal” thoughts. 

Many of today’s leaders, including Mr 
Hu and the man behind China’s reform 
programme, Mr Deng Xiaoping, spent 


tention is a warning that it is in danger of 
breaking up. Each warning, in turn, 
brings out sceptical comments. It is ar- 
gued that a break-up would not matter 
anyway; and that Britain must not be 
browbeaten by a motley group of govern- 
ments most of which are notoriously 
undemocratic and tyrannical. 

Most of those comments are ill-found- 
ed. Over half the Commonwealth’s gov- 
ernments are democratic; far more than 
half of its inhabitants live in democracies. 
Some of the tough talk recently directed 
at Britain’s government has come from 
Australia’s government, and even from 
Canada’s Conservative one. 

It is true that the British do not now 


China’s lost generation 


the cultural revolution in political dis- 
grace. Most of them suffered personally 
as well as politically. Mr Deng’s son was 
permanently crippled when he was 
thrown out of a second-story window at 
Peking University. Some of today’s lead- 
ers found themselves doing manual la- 
bour, sweeping streets or cleaning 
toilets. 

Since they returned to power, one of 
their main jobs has been to repair the 
damage the Red Guards left behind. It is 
hard to put a figure on how much China’s 
industry and agriculture lost in those 
years. Pure destruction apart, factories 
and farms were not modernised and 
roads were not built. Housing, health 
care and education were neglected. As 
one senior Chinese official put it recent- 
ly: “We didn’t just lose ten years, we lost 
at least 30.” 

The human damage will be harder to 
repair. Some in the lost generation have 
managed to make up, in part, for the 
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need the Commonwealth in the special 
way they needed it in the 1950s and 1960s, 
when it cushioned the shock of the relin- 
quishment of empire. But that does not 
mean that the world does not need it. 
Indeed, although the great increase in 
membership has ended the former inti- 
macy and informality of its meetings, the 
Commonwealth's cohesiveness has been 
strengthened in the past 20 years by the 
admission of many small states which find 
membership particularly valuable. The 
threats to disrupt this unique organisa- 
tion, which no longer make much impres- 
sion on the British, have to be taken more 
seriously by a large majority of the other 
member states. 







education they missed the first time 
round. But others, now with jobs of a 
kind and families to look after, are 
having trouble picking up the skills that 
are needed in modern China. 

Educated Chinese of an older genera- 
tion, who suffered or watched the perse- 
cution of colleagues during the cultural 
revolution, are understandably reluctant 
to get involved in today’s experiments 
with economic reform for fear that some- 
thing like the years of upheaval will 
happen again. For the same reason, 
recent calls for another “hundred flow- 
ers” campaign in China, an echo of 
Mao’s call in 1957 for greater freedom to 
express new ideas, send shivers down 
many a spine. Mao quickly lost control 
of the movement and ordered the new 
blossoms it produced to be cut down. 
Some think this persecution was a har- 
binger of the cultural revolution. 

In effect, China lost not one genera- 
tion to the chaos, but two. Many Chi- 
nese, including Ba Jin, a leading writer, 
believe it will take several more genera- 
tions before China can put the effects of 
the cultural revolution behind it. 
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“When I have an option, I fly Lufthansa.” 


This is an authentic passenger statement. 












































© Lufthansa 











Chile 
Why stop in 1997? 


“There is only one problem in Chile: the 
president himself,” fumed a former gov- 
ernment minister recently. In answer to 
calls for his resignation from the Marxist 
left, the democratic left, middle-of-the- 
road Christian Democrats, the right-of- 
centre National party, the trade unions, 
employers’ organisations, the Roman 
Catholic church and even, in a quiet way, 
from the United States, President Pino- 
chet announced on July 12th that he 
would seek a further eight-year term 
when his present one runs out in 1989. He 
needed more time to prepare “new laws”, 
he explained vaguely. “We are not going 
to hand over the government for the pure 
pleasure of it.” 

President Pinochet, who is 70, came to 
power in a 1973 coup that drove out 
Salvador Allende’s Marxist government. 
He promised to return the country to 
democracy when conditions were right, 
and in 1980 drew up a constitution that 
gave him an eight-year presidential term. 
Under that constitution, General Pino- 
chet’s successor is to be picked by Chile’s 
four-man military junta in 1989. His three 
colleagues on the junta—the command- 
ers of the navy, the air force and the 
armed police—are said to be unhappy 
about the prospect of General Pinochet 
succeeding himself. But, as army com- 
mander, the general has more guns. 

The president's task in putting the 
economy right after the dismal Allende 
period is, it seems, never done. He pre- 
sided over a free-market experiment in 
the 1970s which came unstuck when a 
spate of bankruptcies led the government 
o rescue many firms. The general is now 
«rying to privatise them. 

His other pretext for staying in office is 
the communist threat. Support for the 
Communists has increased over the past 
few years, the party’s militancy having 
been seemingly vindicated by General 
Pinochet's refusal to step down. Howev- 
er, straw polls suggest that the Christian 
Democrats, the right-of-centre parties 
and the non-Marxist Socialists all com- 
mand more popular support. One right- 
of-centre politician grumbles that “the 
Communists need Pinochet, and Pinochet 
needs the Communists”. 

The opposition has organised a series 
of protests. In the latest, a two-day strike 
on July 2nd, eight people were killed. 
One of them was Rodrigo Rojas, a young 
Chilean living in the United States who 
returned home for a visit. He and a girl 
companion are said to have been seized 
by soldiers, doused in petrol, and set 
alight. Their charred bodies were found 
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later by the side of the road. 

Some 2,000 people turned up for their 
funeral. The American ambassador was 
on hand to watch the mourners being 
tear-gassed. Genefal Pinochet, like the 
deposed President Marcos of the Philip- 
pines, has lost the sympathy of his Ameri- 
can ally. Unlike Mr Marcos, he has plenty 
of force at his disposal to stay in office. 


Thailand 
Proper Prem 


FROM OUR SPECIAL CORRESPONDENT IN BANGKOK 





Thailand is governed by soldier-politi- 
cians. But they do make the gesture of 
first putting on civilian clothes. Thus the 
prime minister, Mr Prem Tinsulanonda, a 
retired general, can claim to have provid- 
ed Thailand with its longest-serving civil- 
ian administration. He has held power 
since 1980, surviving two attempted army 
coups, and will almost certainly be asked 
to lead the next governing coalition that 
emerges from the general election on July 
27th. He is not taking part in the election 
himself because, he says, he does not 
want to jeopardise his political neutrality. 
For all his aloofness, Mr Prem faces the 
humdrum problems of any other prime 
minister. An austerity programme intro- 
duced last year made him widely unpopu- 
lar. General Arthit Kamlangek, when he 
was still the army’s commander-in-chief, 
criticised Mr Prem’s economic policy and 
is believed to have engineered the parlia- 
mentary defeat that led to this month’s 
election. Mr Prem got rid of General 
Arthit and replaced him with the more 
reliable General ~Chaovalit Yong- 
chaiyuth. General Chaovalit has now also 
replaced General Arthit as a likely future 
prime minister. He plans to retire from 
the army next year and go into politics. 
The fall of General Arthit has shaken 
the opposition to Mr Prem. The Chart 
Thai party, the largest opposition party in 
the previous parliament, has dumped its 
anti-Prem leader, Major-General Pra- 
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marn Adireksarn, and replaced him with 
his brother-in-law, Major-General Chati- 
chai Choonhaven, who happens to be an 
old friend of Mr Prem. Chart Thai’s 
financial backers had told the party’s 
leadership that they would not waste — 
money on the election campaign of a 
party with no chance of a share in govern- 
ment. If Mr Prem does lead a coalition 
that includes Chart Thai, his government 
should command well over 200 seats out 
of the 374 in the next parliament. 

Mr Prem’s short-term future therefore 
seems secure and, despite his world- 
weary noises about retiring, his appetite 
for power remains sharp. All the same, 
there is a sense that his time as leader is 
running out. A lot of Thais are bored with _ 
his talent for masterly inactivity, even if it 
has managed to keep Thailand’s sort-of- 
democracy intact. Mr Prem was recently — 
blamed for the failure of security in 
Phuket, where a $45m plant producing 
tantalum, a rare metal used in electronic — 
components, was damaged by environ- — 
mentalist rioters. The plant has been 
closed down, and its fate may discourage 
foreign investment in Thailand. 

The betting is that Mr Prem will retire 
in 1988, the year King Bhumibol turns 60. 
It is said that the king would like him to 
preside over the birthday celebrations. 
Mr Prem’s road to retirement may be — 
smoothed by the economy’s perfor- 
mance. Cheaper oil should save Thailand 
nearly $1 billion this year, and give the 
government more latitude in its public 
spending. And by 1988 General Chaova- 
lit will have been demobbed for a year, 
and be enough of a civilian to take over. 



































Tunisia 
Sfar so good 


FROM A CORRESPONDENT IN TUNIS 


Despite his wilting physique and on-off — 
lucidity, Tunisia’s 82-year-old president, 
Mr Habib Bourguiba, has shown once 
again that he can still hire and fire with 
undiminished vigour. His prime minister, 
Mr Mohammed Maali, who had spent six 
years limbering up for the presidency, has 
been replaced by Mr Rachid Sfar. But — 
few Tunisians conclude from this that Mr 
Sfar will take over when the supréme 
combatant, as even the constitution calls 
Mr Bourguiba, finally goes. 

The téléphone Arabe, as the Tunis 
rumour-mill is known, says that Mr Mzali 
is in disgrace and, like previous objects of 
presidential displeasure, could even face 
prosecution for “public mismanage- — 
ment”. The former interior minister, Mr 
Driss Guiga, was almost as well placed as 
Mr Mzali. He was then blamed for riots 
over a rise in the price of bread, fled the 
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Fewer is still better 


It is hard to outflank President Reagan 
on the right, but it can be done. As his 
administration begins to debate whether 
it should make yet another arms-control 
proposal this summer, two different 
groups of American experts are begin- 
ning to criticise the latest Reagan offer to 
the Russians. Their reasoning? It may 
have gone too far in the direction of 
cutting nuclear weapons, 

The first group is led by Mr Brent 
Scowcroft, a retired air-force general 
who was President Ford’s national secu- 
rity adviser. Mr Scowcroft argues that 
the nuclear balance becomes unstable 
when one side has enough “hard-target 
killers’—warheads with the accuracy 
and explosive power needed to destroy 
the other side’s missile silos—to think 
that it can more or less obliterate its 
adversary’s land-based nuclear weapons 
by suddenly hitting first. Not all nuclear 
weapons are in land-based missiles; but 
many people agree with Mr Scowcroft, 
saying that only land-based missiles are 
accurate enough to threaten an at- 
tacker’s remaining missiles. Submarine- 
launched missiles and bombers are too 
inaccurate, slow or unreliable. 

_In general, an attacker can be fairly 
sure of knocking out a target silo by 
firing two “hard-target killers” at it. The 
left-hand pair of columns in our table 
shows that at the moment the Russians 
have nearly six such warheads for each 
American silo; the Americans have only 
1.2 for each Russian silo. 

The Reagan administration’s current 
proposal should not worry Mr Scowcroft 
on this count. It says that each side could 
have between 1,250 and 1,450 missiles, 
containing a total of 4,500 warheads, of 
which no more than 3,000 could be in 
land-based missiles. If this proposal were 
accepted, the superpowers’ nuclear ar- 
mouries might be broken down as shown 
in the right-hand pair of columns. The 
ratio of Russian hard-target killers to 
American silos would go nicely down, 
and the ratio of such American warheads 
to Russian silos up only slightly (still 
leaving the Russians with twice the 
American figure). This should make 
things a bit less unstable than now. 

Why, then, Mr Scowcroft’s worry? 


Because the American proposal would 
also outlaw mobile missiles. Mr Scow- 
croft chaired a commission which recom- 
mended in 1983 that the United States 
should build a small, single-warhead mis- 
sile that would be trundled about on a 
mobile launcher. The idea behind the 
Midgetman, as it was later nicknamed, 
was that missiles on the move would be 
invulnerable because it would be so hard 
to keep track of them; a disarming first 
strike would thus be almost impossible. 
The Midgetman is illegal under the SALT- 
2 treaty, though SALT-2 has expired and 
may soon be formally buried. But the 
new American proposal would kill Mid- 
getman stone dead, and Mr Scowcroft 
does not want to see it go. 

The other group of Reagan-is-soft crit- 
ics is composed mainly of naval officers 
who are afraid that the brunt of the cuts 
would be borne by the American navy. 
The navy now has fewer missiles but 
many more warheads than the air force. 
If the cuts were divided proportionately 
between land-based and sea-launched 
missiles (which is approximately how the 
right-hand columns of our table have 
done it, and how the inter-service bar- 
gaining in Washington is likely to come 
out), the navy would lose several missile 
submarines. 

Neither group of American critics 
seems to be addressing a third possibili- 
ty: the idea that both superpowers might 
head towards single-warhead missile ar- 
mouries, whether mobile or not. During 
the SALT-1 negotiations, in the early 
1970s, the Russians proposed that both 
sides should forgo multiple-warhead 
missiles. It can be argued that such 
missiles are destabilising because each 
carries more warheads than are needed 
to destroy an enemy missile silo—thus 
putting a premium on making a first 
strike to knock out the other side's 
missiles while they are still sitting in their 
silos. 

In London this month Colonel-Gener- 
al Nikolai Chervov, a high-ranking Rus- 
sian arms-control official, said that the 
United States rejected the Soviet pro- 
posal during the SALT-1 talks. If stability 
is the goal of arms control, it might be a 
good idea to dust off this proposal. 
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country and was given a 15-year prison 
sentence in absentia. 

Mr Mzali may have been a victim of his 
own eagerness. Mr Bourguiba did not like 
the systematic way Mr Mazali, his desig- 
nated successor, had set about creating 
his own shadow presidential team before 
the job actually fell vacant. 

It may have been Tunisia’s faltering 
economy, as well as the wiliness of Mr 
Sfar, that finally sank Mr Mzali. Mr Sfar 
is thought to have handed Mr Bourguiba 
a report that spelt out the facts of plung- 
ing revenues from oil, phosphates and 
tourism, of low productivity and rising 
unemployment. Mr Mazali was even 


blamed for the appalling secondary- 
school examination results, which showed 
a pass rate of only 13%. He had insisted, 
perhaps as a sop to Islamic fundamental- 
ists, on Arabic, rather than French, as the 





Bourguiba's unfrail old age 


language of instruction—even for mathe- 
matics and western philosophy. 

Mr Sfar is a competent technocrat well: 
versed in finance. The World Bank anc 
the International Monetary Fund, which 
may be needed by the Tunisians in the 
coming months, welcome his promotion. 
Western countries, which can count Tuni- 
sia their firmest friend in the Maghreb, 
will also be pleased. 

The new prime minister’s standing in 
his own country is less sure. He is almost 
part of the Bourguiba family. The presi- 


The hard-target inventory 
Now After proposed cuts 
America Russia America® Russia 
2110 (1650) 6250 (5840) 2350 (2000) 3000 (3000) 
Sea-based warheads 5632 (0) 2520 (0) 2150 (0) 1500 (0) 
Land-based missiles* 1010 1398 900 1200 
Sea-based missiles 640 944 550 250 
Russia under America under Russia under America under 
attack attack attack attack 


1.2:1 5.7:1 1.7:1 3.3:1 
denote hard-target killers. 
missiles in their silos are hard 
has deployed 50 mx missiles and keeps 500 Minuteman-3 missiles in commission. 


dent has treated him like a son since Mr 
Sfar’s father, a close friend, died during 
Tunisia’s independence struggle. If he 
gets Tunisia some extra money from 
abroad, fine. But until he does, the aver- 
age Tunisian will probably see him as just 
another dull Bourguiba loyalist. 

Whether he will succeed Mr Bourguiba 
is more than usually uncertain. The con- 
stitution now provides that the prime 
minister takes over if the president goes. 
But there is talk of a constitutional 
amendment to set up a vice-president; the 


Land-based warheads’ 


ratio of hard-target 
killers to hard targets 
Note: 1. Numbers in 


2. Land-ba: 
3. Assuming that the United States 
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holder of that post might then succeed the 
president. And Mr Bourguiba’s son, 
known as Habib Junior, has been rehabil- 
itated after a tiff with his father. He could 
yet be the man to take over. An election 


Peru 


due in November, when the ruling party 
will win as handsomely as always, might 
provide more clues. All would-be succes- 
sors, however, should bear in mind that 
the old man’s bite i$ still sharp. 





A perilous path between two abysses 


The bloodbath in Peru’s prisons last month diverted attention from the 


country’s economic ex 


riment, which is bei 


closely watched by 


other Latin American debtors. Peru’s democracy is on a knife’s edge as 
it confronts both its creditors and its terrorists 


Peru’s 37-year-old president, Mr Alan 
Garcia, is the only leader of a sizeable 
South American country who calls him- 
self a revolutionary and a socialist. Peru’s 
foreign creditors may tremble at those 
words; but in fact the American Popular 
Revolutionary Alliance (APRA) which he 
leads is only a touch left-of-centre, and so 
far his radicalism has been directed only 
outwards. He claims to have limited Pe- 
ru’s debt-service payments to 10% of the 
value of its exports, and has refused to 
pay the International Monetary Fund all 
that Peru owes it. 

Mr Garcia has combined this tough 
stand on foreign debt with an economic 
policy of domestic expansion and import 
substitution that has produced a modest 
boom over the past year. The IMF and 
Peru’s commercial creditors do not like it, 
but Peruvians are not faulting him. Some 
70% of them, if opinion polls are to be 
believed, approve of his handling of the 
presidency. No other Latin debtor has 
followed Peru’s lead and taken unilateral 
action to reduce its debt payments; Mexi- 
co, indeed, after months of negotiation, 
seems about ready to sign a new deal with 
the IMF. The rest of Latin America is 
nonetheless watching carefully to see 
what happens to Mr Garcia. 

For all his flamboyance, he is sincere in 
his claim to be a democrat. His European 
model is Mr Felipe Gonzalez, Spain's 
prime minister. But Peru’s leader has had 
far more to contend with than Spain’s: a 
worse economy; South America’s biggest 
guerrilla insurgency; a fidgety army; and 
the continent’s broadest-based Marxist 
movement, which polled a third of the 
vote in the latest election and led the poll 
in Lima. 


The debtor’s gamble 

There are two threats to the centre-left 
line Mr Garcia has been pursuing. Peru 
could veer towards a more inward-look- 
ing, left-wing regime, either civilian or 
military, which might default on the debt 
altogether. Or a right-wing military coup 
could set out to crush the far-left terror- 
ism that is gnawing at the country’s de- 
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mocracy. Peru risks becoming the first 
country to return to military rule among 
the nine Latin American nations that 
went civilian during the past decade. 

The 10% ceiling on the servicing of 
Peru’s $14-billion foreign debt always had 
leaks in it (some observers reckon that 
Peru has in fact been paying 20-30%), 
and some creditors have fared better than 
others. Mr Garcia has given priority to 
servicing loans from the World Bank and 
the Inter-American Development Bank, 
and has been careful to keep up payments 
on loans from the American government. 
But outside pressure on him to pay more 
than 10% has not yet been very effective 
(though it will increase if Peru cannot 
work out a deal by August 15th with the 
IMF about the $180m it owes). Unpaid 
commercial banks can apply for seizure of 
Peruvian assets abroad, of which there 
are few. Not many have tried. 

Peru is suffering from a shortage of new 
credits—although in practice not much 
new money was coming in even before 
the 10% ceiling was announced. It also 
faces the refusal of foreign governments 
to give it export-credit guarantees. Still, 
imports continue to gurgle in—a touch 
under $2 billion in 1985. The government 
is, for balance-of-payments reasons, anx- 
ious to trim the import bill still further. 
Peru had a current-account deficit of 
some $325m last year, which may rise to 
$500m this year (in part because the 
prices of its main exports, oil and copper, 
have crashed). Peru has foreign-exchange 
reserves of around $1.3 billion, so it can 
hold out for a while yet. But the pressure 
to restrain imports could further distort 
an economy already starved of them. 

The effects of such distortions are not 
visible yet. In some respects, Peru’s econ- 
omy has improved over the past year. 
President Garcia’s emergency economic 
package of a year ago devalued the cur- 
rency, froze prices (but not all wages) and 
attacked imports with tariffs and some 
licensing. The immediate benefit was a 
fall in inflation. The monthly inflation 
rate had been running at 10% or so 
before the price freeze; it is now about 
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half that, though it seems to be on the way — 
back up, along with the budget deficit. 
This was around 6% of GDP last year 
(down from 9% in the early years of the 
decade), but there are predictions that it 
may go as high as 11% this year. 

The result has been modest growth— __ 
real GDP in 1985 was about 2% higher _ 
than in 1984, a rate of growth that may 
reach 4% this year—and a small consum- 
er boom. The usually impoverished 
streets of Lima are teeming with relative- 
ly well-dressed people on shopping 
sprees. va 

The future looks grimmer. The anti- 
inflation policy being carried out by the 
prime minister and economics supremo, 
Mr Alva Castro, was threatened by a 
round of strikes in May, though they 
seem to have been settled without too 
much damage. Many people doubt, how- 
ever, whether he can hold inflation down 
much longer. And the fossilisation of — 
Peru's micro-economy (see box on next 
page) seems likely to ensure that the 
reserves Mr Garcia wants to divert from 
paying for debts to promoting growth will | 
promote only price rises. i 

The hawks in his party, however, wan 
to go even farther. Mr Castro seems to 
believe that the 10% limit is an ideal — 
compromise between submission to the 
foreign banks and default. But some 
members of the ruling APRA party are | 
pressing for an outright default and a full 
retreat to a siege economy. They suggest 
that the banks’ response to the 10% limit 
shows that they are toothless. 7 

The anti-bank lobby points out that 
during the past ten years (some of them | 
under IMF tutelage), Peru’s GDP per head 


































here it was in the mid-1960s. The pro- 
efaulters also say that because of IMF 
olicies real wages had fallen by last year 
o little more than half their value in 1982, 
nd that unemployment had increased by 
early half. They are out for blood. 








risly path 
oare the guerrillas. The past few weeks 
ave seen-an avalanche of attacks by the 
armed men of the far left. Offices of the 
ruling party were bombed this week. On 
une 7th, two bombs went off during a 
‘ade attended by President Garcia. 
er that, the train between the ancient 
a capital of Cuzco and the “lost city” 
yf Machu Picchu was blown up, a possibly 
levastating blow to the country’s tourist 
rade. The guerrillas’ seizure on June 18th 
»f three Peruvian prisons, and the army’s 
crushing of the revolt, threatened to bring 
matters to a head. 
-The main terrorist group is Sendero 
Luminoso, “Shining Path’, led by Mr 
Abimael Guzman, an ex-professor from 
the University of Ayacucho. Mr Guzman 
created a sort-of-Maoist party in 1970. He 
claimed that Peru was a “‘semi-feudal” 
country, and that—as in China—the 
peasants must drive the revolution. By 
980, Mr Guzman had formed his fighting 
organisation, which sabotages copper 
és, launches bomb attacks against 
mote police stations, blows up power 
es and, under the resulting cover of 
darkness, throws sticks of dynamite into 
ffices, shops and restaurants in Lima. 
Sendero also runs “liberated zones” in 
the mountains, in which policemen and 
local officials are tried and executed by 
people’s courts”. It has press-ganged 12- 
d 13-year-old peasant children into its 
People’s Army”. Some of the officers of 
is army are left-wing army deserters, 
yal to the ideals of Peru’s radical mili- 
ary dictatorship between 1968 and 1975. 
Sendero’s true political affiliation, years 
fter Mao’s death, remains obscure. The 
oviet embassy in Lima is one of the 
biggest in Latin America, and some 2,000 
eruvians are paid by the Russians to 
tudy in Moscow every year; but that is 
ot proof of Russian backing for Sendero. 
So far, about 8,000 people have been 
illed in the guerrilla war. Sendero, which 
as around 2,000 fighting men, is the 
iggest guerrilla group, but it is not alone. 
\n urban group called the Tupac Amaru 
evolutionary Movement (named, like 
iruguay’s Tupamaros, after Peru's leg- 
ndary Indian rebel) seems to be gaining 
dherents on campuses, but has no more 
han a few hundred. A third group is 
alled _Pukallacta--Red. Flag. Tupac 
\maru makes a point of not killing “‘inno- 
ents”. Sendero has no such inhibitions: it 
as butchered whole Indian communities 
‘or failing to co-operate. š 




























































































Because two-fifths @f Latin America’s 
400m ‘people are younger than 18, de- 
mographers say it will need 80m new 
jobs. in the next 20 years. Since most of 
its existing workplaces are uneconomi- 
cally overmanned, the best way to make 
these jobs will be the fastest possible 
creation of perhaps 10m new businesses, 
at first very small ones. Those worried 
about the fate of Latin American debtors 
ought to examine why over-big govern- 
ment in such countries ruins all economic 
progress, by making the creation of small 
businesses artificially slow. 

A former governor of Peru’s central 
bank, Mr Hernando de Soto, has investi- 
gated how long it takes to get permission 
to establish a small clothing factory in 
Peru. His answer was 289 days spent 
lobbying the bureaucracy, including 
meeting 24 requests for bribes. A licence 
to start a business in a more. politically 
sensitive industry takes three-to-eight 


PERMITS 
HERE. 


The ruling party is Sendero’s main 
target. Until the latest offensive, Mr 
Garcia had hoped that Sendero would lay 
down arms when a left-leaning govern- 
ment took power. At first he reined back 
the army, which was waging an increas- 
ingly dirty war against the guerrillas. 
Mass graves of up to 50 people have been 
found, and. the army-backed “self-de- 
fence committees” of Indian peasants 
were none too scrupulous when hunting 
down guerrillas: a group of eight journal- 
ists was bludgeoned to death in 1982. Mr 
Garcia put a stop to such atrocities. 

The army responded with a policy of 
“crossed arms”—going on the defensive 
and allowing Sendero to regroup. The 
spate of attacks this year made Mr Garcia 
think again. He imposed a lam-Sam cur- 
few on Lima, and gave the soldiers sole 
charge of security in the city. The hazards 
of this approach became obvious during 
the prison mutinies, when the Republican 
Guard killed up to 350 mutineers, among 


Why bankers should think small _ 












years, so most of Lima’s buses, taxis and 
retail food distribution are provided by 
“informals” who have not bothered to 
get permission from anybody. 

Miss Nancy Truitt of New York’s 
Tarrytown Group calculates that 60% of 
Lima’s total workforce now operates 
illegally, and that nearly half of its recent 
new housing has been built in the infor- 
mal way. In 1983 the Marxist mayor of 
the city urged citizens to build on public 
land illegally. An illegal house in the 
area now sells for $450. The same house 
with secure title—because it has been 
entered in the notebook which records 
permitted development—can sell for 
$18,000, and of course the entry in the 
notebook is usually sold. 

Many people are urging that Europe- 
ans and North Americans should please 
lend more to defaulting Latin American 
countries, including to Peru, and without 
imposing sterner macroeconomic poli- 
cies on them. Proper deduction: freer 
microeconomic policies are really more 
important. 

Perhaps henceforth bankers should 
say that their loans will go only to 
“bankable” countries: defined as coun- 
tries that allow all small businesses, with- 
out any licensing system by corrupt offi- 
cials, to secure and transfer property 
rights. Until small businesses can do so, 
credit comes to the informals only at 
usurious interest rates; long-term con- 
tracts are impossible; the informals can- 
not insure or get limited liability; small 
businesses are daily liable to enforced 
closure unless they pay more bribes. The 
result—under any over-big govern- 
ment—is a Peru fit for public officials to 
prosper in, but nobody else. 





































them at least 100 Senderists who had 
already surrendered. The government’s 
honour was saved by the resignation of 
the minister of justice, Mr Luis Gonzalez, 
and the dismissal of the head of the 
Republican Guard. 

But many soldiers still favour a “Chil- 
ean” solution to terrorism—a wide-rang- 
ing round-up and execution of suspected 
guerrillas and their sympathisers. Presi- 
dent Garcia’s recent long talks with the 
minister of war, General Flores Torres, 
and his decision to cancel a visit to 
Europe last month, underline his fear of a 
coup. The resignation of the cabinet on 
July 15th—an annual event that is usually 
a formality—may this year represent real 
trouble in the government, caused by the 
handling of the prison mutinies. Few 
Peruvians will bet on Mr Garcia surviving 
as president until his term ends in 1990. If 
he goes, Latin America’s other young 
democracies will be looking ‘nervously 
over their shoulders at their armies. 
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“If our nascent and fragile democratic institutions 





are denied a strong economic underpinning they 
will certainly give way to tyranny.” -o.w u ru 


Abridgement of the annual statement by Mr G. W. H. Relly, 
Chairman of Anglo American Corporation of South Africa 
Limited. 

Attributable earnings of the Corporation, excluding retained 
earnings of associates, increased by 35 per cent to R813 million, 
or 356 cents a share, in the year to March 31 1986. 
Equity-accounted earnings increased similarly to R1 194 
million, or 523 cents a share. These results are primarily the 
outcome of substantial increases in earnings from our 
investments in gold, diamonds, coal, platinum and other 
minerals which, with their strong export bias, more than offset 
the effects of the recession on certain of our industrial interests. 
The total dividend of the Corporation amounted to 180 cents a 
share, an improvement of 33 per cent on the previous year. 


Political developments 

The continuing turmoil in our society has had - as many 
participants intended that it should have - a significant adverse 
effect upon South Africa's fortunes, and we are all the poorer for 
that. Yet the process of change has continued. The State 
President has kept to his commitment to press ahead with his 
reform programme, notably by repealing the pass laws and 
system of influx control. Repeal removes one of the principal 
pillars of apartheid, demolishes some of the barriers between 
richer urban insiders and poorer rural outsiders. They constitute 
a major step towards the abolition of statutory apartheid and 
the normalisation of our society. 

The latest moves, however, have failed to impress large 
sections of the black South African community or of . 
international opinion. In particular, many black leaders are 
refusing to participate in the interim political structures 
proposed by the government as a means of reaching the 
objective to which President Botha committed the National 
Party in his speech at the opening of Parliament, namely the 
negotiation with black leaders of a new constitution on the basis 
of an undivided Republic of South Africa, a universal franchise 
and one citizenship for all. Their refusal is to be explained partly 
by their bitterness at being excluded from the 1984 constitution, 
which accentuated feeelings of suspicion, cynicism and 
impatience. Among the international community, where lack of 
trust-and cynicism also prevail, appreciation of what the State 
President has achieved tends to be further inhibited by a 
simplistic view of our problems. 

The over-riding reason, however, for the reluctance of black 

ople to participate in the reform process, and of the 
international community to endorse it, is that it fails to take 
account of the now widespread belief that the right of political 
participation has to be extended to all South Africans before 
interim constitutional discussions or negotiations can get under 
way. This belief, which is supported by the principal institutions 
of South African business, applies as much to the proposed new 
structures of government at the local, regional and provincial 
level as at the national level. Whatever improvements are made 
to their form, these structures will still have problems in 
establishing their legitimacy, and hence in attracting the 
participation of credible black leaders, until political prisoners 
and proscribed organisations are free to participate in political 
affairs. 

That course carries the risk of a further escalation of violence. 
But there is no course open to South Africa which does not 
involve risk. The least dangerous, I am convinced, is to confront 
the issue of politically motivated violence by opening up the 
opportunities for direct political action. There is encouraging 
evidence that if this were done, the majority of South Africans 
would wish to take part in the political process on a democratic 
basis, and would favour negotiation rather than violence. 

A failure of nerve at this juncture will lead to a calamitous 
situation of political drift, with the economy sliding towards a 
state of siege as the initiative passes to the men of violence and 
the international pressures to change us or isolate us steadily 
increase. i 

It is difficult to avoid the conclusion that the piecemeal 
approach to reform, whatever virtues it may once have had in 
terms of electoral expediency, has reached the limit of its 
usefulness. ‘I believe that the unbanning of political parties and 
the freeing of political prisoners will not be sufficient to get the 
constitutional negotiations properly under way, nor to minimise 
the threat of further sanctions: The residual elements of 
: apartheid aswell must be expunged fromthe statute book: I 





would urge the government therefore publicly to commit itself - 
as it did with the pass laws - to the repeal of the Group Areas, 
Separate Amenities, Population Registration and Land Acts 
within a fixed time. Once that goal is in sight, negotiations could 
begin on the framework of a new constitution which would 
establish and guarantee the rights and freedoms of all people, 
irrespective of colour, according to the principles:so admirably 
set down by the State President earlier this year. 


Industrial relations 

It is worth recalling here that when black trades unions 
became free to participate in the collective bargaining system 
they proceeded to represent their members’ interests in what 
by-and-large were democratic structures and in an increasingly 
mature way. While the process by no means has been easy, the 
experience has shown that disparate groups can come together 
presenting very different proposals, and reach agreements 
acceptable to all parties. In essence, the political negotiations at 
the centre will require the same goodwill and desire for 
settlement. 

Naturally, all this cannot proceed in an environment clouded 
by the restrictions imposed by a state of emergency. No one 
should doubt, however, that the attempt to replace apartheid 
with a functioning democracy, supported by an economic system 
capable of creating wealth on the requisite scale, will be 
extraordinarily difficult, not least because some of those who 
now practise violence for their own political ends will not easily 
be persuaded to foresake violence - indeed their attempts to 
thwart evolutionary change are likely to grow in proportion to 
its success. In no way is this to excuse or condone the measures 
that have been taken: it is simply to point out that it is naive to 
suppose that the building blocks of the reform process can be 
put in place, or be given a fair chance to work without some 
protection against attack from extremists on both sides, It must 

emphasised, however, that such protective measures will 
enjoy widespread support only when full democratic 
opportunities and the rule of law prevail. 

While the will of the South African government and political 
parties will be the major factor in determining the success of this 
transition, the international community can make an important 
contribution to it. We must hope that western nations, in 
particular, will not allow themselves to be pressured into 
adopting punitive measures which would undermine both the 
transitional phase and the success ofthe post-apartheid society. 
The West as much as South Africa needs to take decisions that 
are soundly informed by a strategic vision of their long-term 
consequences. Any action taken now, primarily as an emotional 
response to the gravity of the situation here, is bound to be at 
the expense of freedom and justice in South Africa, for if our 
nascent and fragile democratic institutions are denied a strong 
economic underpinning they will certainly give way to tyranny. 


Business community's concern 

The interdependence of economics and politics in South 
Africa has never been more apparent, nor more unyielding. Even 
if we could resume a satisfactory rate of economic growth, it 
would prove short-lived in the absence of political stability; and 
I fear that the finest constitution in the world would fail unless 
the new South Africa could offer its citizens improving 
standards of living. The business community has found it 
necessary to concern itself increasingly in matters of public 
policy, to help create conditions in which economic and political 
progress can go hand-in-hand. That, surely, is a goal that unites 


qe 


Anglo American Corporation 
of South Africa Limited 


incorporated in the Republic of South Africa 
Registration no. 01 05309 06 


Copies of the Chairman's Statement are being posted to registered shareholders, 


Head Office. London Office 
44 Main Street, 40 Holborn Viaduct 
Johannesburg London EC1P 1Ad 
Republic of South Africa 


England. 





TIe oe oF kia. Wy h t 


AMERICAN SURVEY 





Nicaragua drags on, and on 


The opera’s not over till the fat lady sings, 
and the Senate has still to say yes to 
President Reagan’s Nicaraguan policy. It 
is all but certain to do so. But the process 
may be neither quick nor painless. 

The House of Representatives, worn 
down by the president’s power and persis- 
tence, agreed last month to send $100m of 
almost unfettered aid ($70m of it military) 
to the contras seeking to overthrow the 
Nicaraguan government. The Senate, 
which had agreed to the aid in March, 
now has to go through the whole business 
all over again; the legislation will proba- 
bly not reach the Senate floor until the 
first or second week of August. When it 
gets there, senators who are unhappy 
about Mr Reagan’s Nicaraguan policy are 
determined to take their time over exam- 
ining just where that policy might eventu- 
ally lead the United States. 

The debate will be longer (no time limit 
has been set) and more searching than it 
was in March, when the talk was limited 
to ten hours. Even then, the vote was by 
no means the clear bipartisan endorse- 
ment that the administration had sought. 
“We ground out a 53-47 vote,” said 
senator Richard Lugar, who was per- 
suaded against his first instincts to co- 
sponsor the legislation; 11 Republicans 
opposed the bill, 11 Democrats supported 
it. And this time, unlike last, the senators 
will be on television; an election is coming 
and a majority of Americans have shown 
they do not like the idea of giving aid to 
the contras. 

Quite a lot has emerged since the 
senators last discussed the issue. Pro- 
contra senators will be able to point to 
more evidence of the nastiness of the 
Sandinist regime; only this month the 
International League for Human Rights, 
based in New York, issued a report on 
repression in Nicaragua—‘not as con- 
spicuous or as bloody as in other parts of 
Central America . . . but more insidious 
and systematic.” 

Anti-contras will dwell on the revela- 
tions about the relaxed way some of the 
contra leaders have been running their 
war from afar (see box on next page). 
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Senator Tom Harkin of Iowa, among 
others, is asking questions about last 
year’s aid, much of which is still unac- 
counted for; he wants an investigation 
into stories of money-laundering and 
profit-skimming. Senator John Kerry of 
Massachusetts wants to investigate tales 
of contra drug-smuggling and gun- 
running. 

More worrying to the senators than the 
contras’ reputation is the Reagan admin- 
istration’s apparent commitment to 
changing the nature of the Nicaraguan 
regime, either by ejecting the Sandinists 
or by making them accept other parties in 
a coalition. Senator Alan Cranston of 
California has asked the Senate Foreign 
Relations Committee to find out wheth- 
er, indeed, the United States is about to 
take control of a war to overthrow the 
Sandinist government. He, like others in 
Congress, wants to avoid a repetition of 
the Gulf of Tonkin resolution, the vote 
that led to America’s full involvement in 
the Vietnam war. Mr Cranston’s alarm 
was fired by stories last weekend in the 
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The sentiments of the majority 


New York Times and Washington Post 
analysing America’s role in the Nicara- 
guan war, the extent to which that war 
will, from now on, be run by the CIA, and 
the size and permanence of the American 
military presence in Honduras, the unof- 
ficial home to the main contra army. 

The CIA was in overall charge of the 
guerrilla war from its inception in 1981 
until 1984 when the House, disconcerted 
by the ClA-organised mining of Nicara- 
guan harbours, tried to exclude the agen- 
cy from the operation altogether. Last 
year the House agreed that the CIA could 
provide the contras with intelligence in- 
formation but still barred it from involve- 
ment in military operations, training the 
guerrillas and administering the aid pro- 
gramme, Last month, the House dropped 
nearly all these prohibitions. 

The State Department, which had been 
given the job of distributing last year’s 
non-lethal aid, had not been very success- 
ful in getting it to the right places or 
people. The contras, deprived of arms 
and CIA direction, had not been very 
successful in fighting their war. Now, 
once the aid bill is passed by Congress, 
the CIA will be fully back in business. And 
this time it will have a far larger guerrilla 
army than it had in those early years to 
equip, train and advise. 

The American build-up in Honduras 
has mostly occurred without Congress 
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king notice. Airfields, radar stations, 
air intelligence installations and roads 
ere built, ostensibly for military exer- 
ses. One exercise has slid into another 
and by now more than 40,000: American 
ops have been involved in the manoeu- 
s; at least 1,000 servicemen are sta- 
tioned, on a rotating basis, at Palmerola 
air base, the centre of American military 
operations in Honduras. 

_ The civilian centre of the operation is 
the American embassy at Tegucigalpa, 
resided over, until May 1985, by the 
\rmidable Mr John Negroponte. His 
jecessor, Mr John Ferch, was unceremo- 
niously sacked last month after less than a 
year in office. The State Department, it is 
said, considered that Mr Ferch lacked the 
true pro-consular attributes to deal with 
















































Miami is becoming to the Nicaraguan 
“war, what Casablanca was to Europe in 
+ the second world war: an exotically sinis- 
ter city where spies and soldiers operate 
< in the shadows of legal commerce, con- 
© ducting arms sales over cocktails. It is 
also the city that the contras have made 
their political and financial capital, and 
where many of them have put down 
- family roots. 

The planning of the war, and the 
absorption of American aid, go on be- 
hind an unmarked front door hidden 
away among dental clinics and insurance 
sagencies in a quiet suburb called Ken- 
dall, The entrance to the headquarters of 

the United Nicaraguan Opposition, the 
political arm of the rebel army, is guard- 
ved only by potted palms and hibiscus 
. bushes. 

¿> . Rebel leaders had the grace to laugh at 
the cartoons of Mr Garry Trudeau who, 
in a recently published “Doonesbury” 
series, depicted the great fighters “doing 
lunch” with one another, water-skiing 
and demanding a higher percentage of 
the gross American aid. They com- 
plained only that the strips were exagger- 


DOONESBURY 
[COMING up—A CONGRESS- 





OKAY. THE LADIES AUXILIARY. 


the Honduran leaders’ ambivalent feel- 
ings about the unofficial war against the 
Sandinists. 5 

Senators, with budget priorities on 
their minds, will be’ asking questions 
about the cost of the Honduran build-up, 
which is being paid for with Defence 
Department money. The use of CIA 
funds, now no longer specifically forbid- 
den by the House, is a question for the 
congressional intelligence committees. 
Mr Fred Iklé, the under-secretary of 
defence in charge of policy, has con- 
firmed that military spending on Nicara- 
guan-related issues will go far beyond the 
$70m that most of the fuss, so far, has 
been about. 

That specific money will go towards 
training the guerrillas—in Honduras, 


ated. Life in Miami is a comfortable 
exile. 

As many as 70,000 Nicaraguans live in 
the city, dominating several neighbour- 
hoods. They include Mr Adolfo Calero 
and Mr Arturo Cruz, two members of 
the triumvirate which ostensibly directs 
the insurgency (the third, Mr Alfonso 
Robelo, lives in Costa Rica). Six of the 
seven leaders of the UNO’s advisory com- 
mittee live either in Kendall or on Key 
Biscayne, where President Richard Nix- 
on had his winter White House. 

Battlefield commanders buy houses in 
Miami so that their families can pursue 
lives indistinguishable from those of 
their suburban neighbours. The widow 
of the late dictator, Anastasio Somoza, 
and their grown-up children also live in 
Miami. So, temporarily, do some of the 
young peasant-rebels who come to. recu- 
perate from their war wounds in a farm- 
house turned into a hospice. 

The Nicaraguan rebels have found 
strong allies among Miami's Cubans, 
who have linked opposition to the San- 
dinist regime with their opposition to Mr 
Fidel Castro’s regime in Cuba. Nicara- 





AND TONIGHT ONLY- A BENEFIT 
CONCERT FORTHE CONTRA CRU- 


Panama and the United States—-and on 
providing arms, in particular the missiles 
needed to. shoot down the Nicaraguan 
government’s. Soviet-supplied helicopter 
gunships. It will probably not be enough; 
the administration is expected to be back 
asking Congress for more, perhaps in less 
than nine months. 

Opposition senators, in preparing for a 
strenuous. losing battle, are sending a 
reminder to the administration that, de- 
spite Mr Reagan’s impressive victory last 
month, congressional commitment to the 
Nicaraguan guerrilla war is not yet open- 
ended. Each succeeding stage of the oper- 
ation will be monitored and arduously 
argued. Much legislative and executive 
time and spirit are still to be expended on 
Nicaragua. 










| | Behind the hibiscus and the potted palms 


MIAMI 


gua’s government has captured two Cu- 
ban-born soldiers operating with the 
contras on the Nicaraguan-Honduran 
border. The hapless pair said they had 
been recruited on the streets of Miami by 
yet another Cuban with promises of high 
pay and adventure. 

A stone-throwing crowd of Cubans 
has broken up a demonstration by oppo- 
nents of Mr Reagan’s Nicaraguan policy. 
A local radio station catering to a Cuban 
audience has raised $19,000 by throwing 
a party for the “freedom fighters”. A 
Howard Johnson motel near Miami air- 
port offers special discount rates to con- 
tras in town “on business”. And a neigh- 
bouring city’s council directed its police 
department to send the guerrillas the 
guns it had captured from criminals; it 
was only the intervention of the federal 
government that prevented the police 
from packing up “Saturday night spe- 
cials” and sending them off to contra 
staging areas in Central America. Ironi- 
cally, the federal government cited the 
Neutrality Act, which makes it a crime to 
abet the overthrow of a foreign govern- 
ment from United States soil. 



















- Foreign aid : 
From Africa to 
Central America 


WASHINGTON, DC 


A sweetener in the contra aid package 
was the $300m of extra aid to be divided 
between Guatemala, Costa Rica, El Sal- 
vador and Honduras. Congressmen 
thought this a splendid idea, ignoring for 
the moment that the money was to. be 
deducted from other foreign-aid ac- 
counts: The administration has its eye on 
African famine relief and the Food for 
Peace programme. 

Since African countries survived this 
year without widespread famine, the fam- 
ine-relief programme has $225m in hand. 
The administration thinks this is handy 
for unspecified, and incontestably politi- 
cal, aid for Central. America. Others 
argue that it might be wiser to hold on-to 
the money. until it is known whether the 
African crisis that did not strike this year 
definitely will not strike next, Ethiopia, 
for instance, is threatened by an unusual- 
ly severe plague of locusts. Others again, 
particularly senators from the farm states, 
see the plan as a dastardly blow against 
American farmers anxious to dispose of 
their surplus produce. 

Politics have rubbed a couple of other 
sores in America’s aid programme for 
Africa. A rude Zimbabwean minister, Mr 
David Kariamazira, disrupted a Fourth of 
July reception at the American embassy 
in Harare by attacking America’s policy 
towards. South Africa and Libya. Mr 
Jimmy Carter, who was at the reception, 
walked out; the State Department, fierc- 
er about such slights than it used to. be, 
decided that it would give no more aid to 
Zimbabwe until the government at least 
apologised. This has cost Zimbabwe two 
big projects, for a family-planning pro- 
gramme. and for agricultural develop- 
ment, together worth $13.5m. 

“The more damaging break has been 
with Sudan, which last year received 
American aid worth $450m, more than 
any other African country except Egypt. 
Relations between America and Sudan, 
which have been uneasy since the over- 
throw of President Numeiri in 1985, came 
to a head this April when an employee at 
the American embassy in Khartoum was 
shot in the aftermath of the: American 
raid on Libya. The Americans immedi- 
ately brought most of their people home, 
saying that the Libyan presence in Khar- 
toum made it too. dangerous for them to 
stay. Mr Numeiri’s.-successors had 
patched up relations with Libya, bringing 
peace to Sudan’s frontier and getting 
some free oil into the bargain; the Ameri- 






















_Mass-market master 






“Ugliness doesn't sell” was the motto of 
Raymond Loewy, the French-born in- 
dustrial designer whose taste for neat, 
clean exteriors stamped the look of thou- 
sands of American products from Grey- 
hound buses to soft-drink dispensers. He 
recast the “Lucky Strike” cigarette pack- 























Loewy’s streamlined look 





cans said they had to choose. 

The Sudanese mission of the. United 
States Agency for International Develop- 
ment has been cut from 35 to about five; 
many of the contractors have also gone. 
Most: of the programmes have come to a 
halt, including a big communications pro- 
ject and the building of roads and bridges. 
A handful of emergency feeding pro- 
grammes struggle on. Sudan, which can 
afford such losses even less than most, is 
being taught that American aid has its 
price. 


Missouri 


Faces for races 


BLUE SPRINGS AND JEFFERSON CITY, MISSOURI 





Christopher “Kit” Bond, ex-governor 
and would-be senator from Missouri, has 
the burnished, broad-shouldered good 
looks of a political hero from central 
casting. “Why must a US senator look like 
this?” asks a campaign letter from Miss 
Barbra Streisand, on behalf of Mr Bond’s 
Democratic opponent. Along with a pitch 
for funds, the pamphlet includes a sketch 
of the identikit senator (“impossibly 
white teeth, thick luxurious hair, jutting 
jaw”) which then dissolves into a portrait 
of 59-year-old Mrs Harriett Woods, lieu- 


tenant-governor of Missouri, who is mak- ` 


ing a virtue of her difference. The race for 
the seat left open by the impending retire- 
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et, designed the Postal Service’s eagl 
and drew the logos for dozens of compa: 
nies including Shell, Canada Dry an 
TWA. An American citizen since 1938,” 
Loewy died on Bastille Day in Monaco : 
at the age of 92. 

Loewy wanted to give things that 
could not move “an impression of 
speed”, The father of streamlining, he 
was among the first to hide. office and 
household machinery in a smooth shell... 
This had a practical side: Loewy’s copy- ` 
ing machines and fridges fitted well int 
crowded city spaces. 

In the 1930s he designed sleek engines 
for. the Pennsylvania Railroad. His Stu 
debaker Starliner in 1953 began a trend 
against extravagant car-bumpers and: 
tail-fins. He won acclaim for his ideas for 
the interior of the celebrated Leve 
building in New York. In the 1960s he 
advised NASA on the interiors of its- 
Skylab space capsules. 

Not everybody liked Loewy’s mass 
market plainness. By the 1970s, many 
were looking for more expressive lines.” 
Yet for almost 40 years the Loewy look 
dominated American consumer culture 













































































ment of Mr Thomas Eagleton is on 
the hottest in the country, as measure: 
money raised, and one of the clo 
measured by opinion polls. It is also 
of the handful on which will hinge control 
of the next Senate. 

At the last reckoning by the Fe 
Election Commission, Mrs Woc 
ranked second among all Senate: can 
dates (after Mr James. Broyhill of North 
Carolina) in money collected from politi- 
cal action committees; Mr Bond ranked 
seventh. Both are actively soliciting su 
port in Washington DC, New York, 
as, California, anywhere political money- 
bags gather. They need to; no candi 
could raise the target of $4m by tappi 
the 3m voters’of Missouri. Money will b 
a telling factor in the race only if Mr Bond 
pulls a few million ahead, as many pe 


Why musta U.S. Senator look like this 


Turning Bond's assets to liabilities 


aS 


_ AMERICAN SURVEY 


think he will. “The Republicans in Wash- 
ington would send a battleship out here if 


he needs it to win”, said one observer. 


uss Reagan raised $600,000 at a single 
lunch and is expected to float by again. 

In the accounts that go to the FEC this 
week, both candidates report getting 
more than half their $4m targets. But Mrs 
Woods is spending faster, partly on direct 
mailings like the Streisand letter, to keep 
her smaller givers giving. She has 
$835,000 in the bank, compared with Mr 
Bond’s $1.4m. 

Both Missouri candidates have the 
good fortune to be spared the expense of 
a primary election; neither has a serious 
challenger in the August vote. So their 
one-to-one contest will be longer than 
most. It has yet to catch fire, though 
sparks started flying last month when Mr 
Bond opened the television war and Mrs 
Woods responded with a three-part elegy 
on the family farm, noting that Mr Bond 
is a director of a foreclosing insurance 
company and, by implication, indifferent 
to the farmers’ plight. It is not yet clear 
who was hurt more by the negative adver- 
tisements. But Mr Bond is running televi- 
sion commercials quoting local newspa- 


yo 


per attacks on the Woods campaign. Mrs 
Woods has now replaced her Washing- 
ton-based media consultant and her poll- 
ing firm. 

Mr Bond and Mrs Woods have both 
proved themselves vote-getters against 
the odds. Mrs Woods came within 2% of 
beating Senator John Danforth in 1982 
and went on to be the only Democratic 
winner in five statewide races in 1984. Mr 
Bond, who started out as the state’s 
youngest-ever governor in 1972, lost his 
re-election bid, and then bounced back to 
win again in 1980. His second term was 
more cautious and conservative than his 
first. He has been compared to Mr 
George Bush, as a preppie and a fairly 
liberal Republican who has remodelled 
himself for the Reagan age. 

Mrs Woods has more to fear from a 
liberal label in a conservative, if Demo- 
cratic, state, since she is the real thing: 
pro-abortion, pro-busing, pro-strict sepa- 
ration of church and state. She has al- 
ready been attacked for accepting a con- 
tribution from Jane Fonda and has been 
picketed by anti-abortionists, who have 
selected her as one of their prime targets 
this year. Mrs Woods’s main effort in this 


Eat your heartland out 


Like a cake removed too soon from the 
oven, America is sagging in the middle. 
That is the view of the Democratic staff 
of the Joint Economic Committee of 
Congress, whose report, “The Bicoastal 
Economy”, makes the claim that eco- 
nomic growth during the Reagan years 
has taken place disproportionately in 
California and on the east coast. While 
the coastal states have risen, the middle 
has suffered a relative collapse. 

Since the “national” product of each 
State is not measured, the report bases its 
claim chiefly on personal income derived 
from employment or proprietorship. 
This indicator, which does not include 
interest, dividends and transfer pay- 
ments, has historically tracked GNP pret- 
ty closely. In 1981-85, 14 of the top 16 
growth states were either California or 
States on the east coast (Arizona and 
Alaska were the other two). Only two 
east-coast states—Rhode Island and 
South Carolina—were not in the top 16; 
they ranked 19th and 21st respectively. 
Oddly, and arbitrarily, hard-hit Wash- 
ington and Oregon were excluded from 
the category of “coastal” states. 

Since the 16 coastal states (as defined) 
contain 42% of America’s population, 
but took nearly 70% of the real growth in 
personal income, the report reckons that 
real growth per person in the heartland 
in 1981-85 was not so hearty: only about 
a third of the growth on the coasts. The 
average annual real rate of growth in the 
16 coastal states was 4%, higher than the 


average postwar pre-Reagan rate of 
growth of GNP, which was 3.4%; but in 
the heartland, average growth was a 
mere 1.4%, 

The report also says that the jobs 
pattern matched the growth: 58% of the 
8m or more jobs created were in the 
lucky 16 coastal states, roughly 90% 
more job-growth per person than the 
rest of the country. And the unlucky 


Regional growth rates, per year, 1981-85: 
16 ‘coastal’ states: 4-0% 
34 ‘heartland’ states: 1-4% 





heartland suffered twice over by getting 
less than its share of the new jobs (42%) 
and only 30% of the growth in real 
income. Family-income statistics support 
the thesis of the excluded middle. 

And the cause of all this? America’s 
poor trade performance, says the report 
explicitly, particularly in the heartland 
activities of farming and manufacturing. 
Implicitly, by its choice of the years 
studied, the Reagan years, the report 
blames the Reagan administration. It 
will be ammunition, no doubt, in the 
Senate contests throughout the widely- 
defined heartland this year. 
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Woods, the face of real liberalism 


campaign must be to keep voters’ atten- 
tion on safer issues such as the farm crisis 
and the trade deficit. She probably has 
the support of most of the hardest-hit 
farmers, but so had the Democratic can- 
didate for governor in 1984 and he lost. 
Mr Bond got an 87% endorsement vote 
from the state’s traditionally Republican 
Farm Bureau in April. Both candidates 
disavow protectionism while calling for 
level playing fields and retaliation against 
unfair players, including the EEC. 

A fiscal conservative is the thing to be 
in America these days, and both make 
claims to that title. Mrs Woods is a 
member of the Democratic Leadership 
Council of southerners and westerners 
who want to push the party rightwards, 
but this is mainly because of her links with 
Congressman Richard Gephardt, also of 
Missouri. Mr Bond goes the whole way 
and calls for a balanced-budget amend- 
ment and a line-item veto (to allow the 
president to remove particular items from 
spending measures without killing the 
entire bill). Missouri has both these laws 
and he can claim to have invoked them as 
governor to shift state finances from the 
red to the black. He also takes credit for 
not raising taxes in the process, omitting 
to mention that he actually asked for a tax 
increase and was turned down by the 
Democratic legislature. 

Economic arguments will matter in the 
election, but the state of the economy will 
matter more. Apart from farming, Mis- 
souri is a microcosm of the country; as 
America goes, so will go Missouri. But 
Missourians like to see themselves as 
independent critters and independence 
consists partly of ignoring party labels and 
judging the senatorial hopefuls as person- 
alities. The host of a smart get-together to 
raise money for Mr Bond on a bluff 
overlooking the state capitol claimed that 
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a third of the 90 guests, at $250 a couple, 
were Democrats, although a diligent 
search turned up only one Democratic city 
councillor and one undecided lawyer. A 
few more Republicans turned up to hear 
Mrs Woods at a Chamber of Commerce 
lunch in a Kansas City suburb on the same 
day, but there the cost was $6.50. 

Mrs Woods is projecting herself as the 
“caring” candidate, sprinkling her re- 
marks with phrases like “I’m a grassroots 
problem-solver” and “That’s a people 
question.” Mr Bond replies: “My oppo- 
nent talks feel-good; I talk issues.” If the 
election turns on personalities, Mrs 
Woods may have the edge. As one local 
put it, “His supporters like him; hers 
would swim the Missouri river for her,” 


Massachusetts 
Shame all round 


BOSTON 


A political party has come to a pretty pass 
when it is relieved to learn that its only 
prospective candidate for governor had 
solicited campaign funds from a suspect- 
ed mobster. Such are the straits of Mass- 
achusetts Republicans, who will have the 
names of two candidates printed on their 
primary ballot in September, both of 
whom have now withdrawn from the race 
in disarray. With all recognisable Repub- 
licans running for cover, party elders are 
casting about for somebody, anybody, to 
oppose its phantom candidates as a write- 
in. For the moment, humiliation-limita- 
tion has become the only party goal. 

The Republican mug of the week is Mr 
Gregory Hyatt, who first came to public 
attention by leading a successful cam- 
naign for a cap on property taxes. After 
innouncing his candidacy last winter, he 
vas denounced by a former employer for 
bizarre behaviour, including appearing 
naked in his office; he then admitted 
submitting a nomination petition riddled 
with forged names. But he formally 
dropped out of the governor’s race only 
when the Boston Herald reported on July 
15th that the FBI had wiretapped damning 
conversations with a “family friend” who 
is just going to trial on extortion charges. 

Republican leaders, who were uneasy 
about Mr Hyatt from the start, had engi- 
neered a coup against him at the party 
convention in April by nominating anoth- 
er candidate, the self-anointed conscience 
of the state legislature, Mr Royall 
Switzler. But last month Mr Switzler 
stepped down, confessing he had falsely 
claimed to be a former Green Beret in 
Vietnam. Republicans who have since 
refused appeals to step into the breach 
include the ex-Democratic ex-governor, 
Mr Edward King, and the former Senate 


THE ECONOMIST JULY 19 1986 


candidate, Mr Raymond Shamie. The 
party has virtually ho reserves; after ad- 
vertising for candidates for the state legis- 
lature, it managed to find sacrificial lambs 
for only a third of the seats. 

The Republicans’ trials could not have 
come at a better time for the Democrats. 
Governor Michael Dukakis has recently 
become embroiled in some political em- 
barrassments of his own. Last month the 
principal of a public college was revealed 
to have sexually harassed male students 
and to have paid $10,000 out of college 
funds to one victim as hush money. Mr 
Dukakis has ordered a belated inquiry, 
but has also opened another argument by 
challenging the appointment of a protégé 
of the Democratic Speaker of the state 
House of Representatives as state chan- 
cellor of education. In other times inci- 
dents like these might have suggested that 
there are chinks even in the formidable 
Dukakis armour. But with the Republi- 
cans stripped bare, Mr Dukakis remains 
the best dressed emperor in town. 


The far right 
Aliens go home 


WASHINGTON, DC 


In the dead of night on July Sth, along the 
Arizona-Mexico border, a private at- 
tempt was made to curb illegal immigra- 
tion. Members of a group called Civilian 
Matériel Assistance, wearing camouflage 
uniforms and carrying AK-47 assault rifles, 
set up a booby trap into which walked 15 





The legal way to vet the border 


AMERICAN SURVEY 


Mexicans, including women and children. 
The vigilantes opened fire, captured the 
Mexicans at gunpoint and held them for 
more than an hour before the Border 
Patrol arrived to take charge. According 
to one account, they wore hoods, which 
caused the Mexicans to think they were 
being abducted by members of the Ku 
Klux Klan. 

Mr J. Hagan, CMa’s regional director, 
insisted that the purpose of the patrols 
was merely to “observe, document and 
report” illegal border activity, including 
drug trafficking as well as unlawful cross- 
ings. The assistant federal lawyer in Tuc- 
son was quoted as saying that CMA mem- 
bers had contacted the FBI before setting 
out, and were warned not to cross the 
border. Federal immigration officers 
complained, but no charges were filed 
against members of the group for taking 
the law into their own hands. They now 
plan to expand their operations on the 
border. 

CMA is said to have 5,000 members in 
the United States and in seven foreign 
countries. Two were killed when their 
helicopter was shot down in Nicaragua in 
1984, and a former member has said that 
during his time with CMA he led combat 
missions inside Nicaragua in partnership 
with Miskito Indians. At present, CMA 
sends supplies of food and other non- 
military equipment to the contras and 
remains in daily contact with their lead- 
ers. The organisation also claims to have 
operations in Guatemala and Angola, 
and wants to get involved in Laos, 

The weekend after the border incident, 
another group espousing radical political 
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solutions gathered in northern Idaho. 
Under the leadership of Richard Butler, 
who heads the Aryan Nations, and Rob- 
ert Miles, a former grand dragon of the 
Michigan Ku Klux Klan, some 250 mem- 
bers of the White Resistance met at 
Hayden Lake to plan a trek to the north- 
west to establish a white homeland or, as 
Mr Miles puts it, “sanctuary”. In the 
possibly benevolent environment of 
Washington, Idaho, Wyoming, Oregon 
and Montana, they hope to recoup their 
numbers, diminished of late by the death 
and imprisonment of many colleagues 
after a string of murders and armed 
robberies across the west. They hope to 
breed a race of supermen. There was 
much talk of Boers at the conference, as 
well as of the Green Mountain Boys of 
revolutionary Vermont, who would have 
been horrified to be included. 

A favoured work of reference is a 
document called the Pace amendment, 
which seeks to establish racial purity by 
sending all blacks back to Africa and 
other minorities back to their countries of 
origin. Although members of the White 
Resistance fear and detest Jews most of 
all, they would allow European Jews to 
remain, while deporting Jews who trace 
their heredity directly to the Middle East. 
Members are encouraged to move into 
the territory quietly, and then overcome 
their enemies by out-breeding them. 

Mr Miles proposes that each woman 
should aim to produce five to ten children 
and should engage as many husbands as 
that takes. He has begun to find out about 
group rates from removal firms, and has 
launched inquiries among estate agents. 
Before he begins to imagine that the 
north-west will welcome him, however, 
he might note the protests of about 1,000 
citizens in Coeur d’Alene, not far from 
Hayden Lake; the declarations condemn- 
ing the White Resistance collected from 
nearly 200 towns and cities; and a con- 
demnation from every one of the gover- 
nors of the five designated states. 


Holidays 


East, west, home's 
best 


BOSTON 


Americans are girding their quivering 
loins and flying off to Europe again. Two 
months without serious terrorist incidents 
and promotion campaigns by airlines and 
European governments have persuaded 
at least a fraction of the million-plus 
tourists who cancelled their trips this 
spring that Europe is worth the risk. TWA 
reports that its telephones are busier than 
usual, though mainly because of later- 
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The biggest pond many will cross this year 


than-usual bookings. Pan Am talks about 
a steady if unspectacular recovery from 
the dog days of May. No airline expects to 
make up for the 25-30% dive in trans- 
Atlantic traffic after America’s raid on 
Libya. But most are moderating their 
pessimism to project decreases of “only” 
10-15% this year—except for Air France 
and Alitalia, which expect to lose up to 
20% of their Atlantic custom. 

The largest group of travellers who will 
not be lured back to Europe this season 
are package tourists and cruise passen- 
gers. The Achille Lauro piracy last au- 
tumn set cruise lines looking for alterna- 
tives to the Mediterranean; they have 
since moved ships to the Caribbean, to 
Montreal and to Alaska. The Caribbean, 
always America’s busiest cruise water, 
has profited most from Europe’s trou- 
bles: the American Automobile Associa- 
tion (AAA) reports a 37% increase in 
Caribbean cruise bookings this summer. 
Diverted cruise ships are supplementing a 
tourist boom in Alaska which is enjoying 
some of the spillover from Vancouver's 
Expo, along with the rest of the Pacific 
north-west. Hawaii is another holiday 
magnet. Northwest Orient reports a 15- 
20% increase in flights to both Alaska 
and Honolulu; Twa’s new flight from St 
Louis to Hawaii was sold out in June. 

The AAA is predicting that 114m Amer- 
icans will travel this summer, 95m of them 
(8% more than last year) by road. With 
petrol prices down, caravans and other 
recreational vehicles are in demand. It is 
estimated that travel spending in the 
three summer months may reach $100 
billion, 7% more than last year. 

The us Travel Data Centre thinks over- 
seas travel will drop by 20% and trips to 





Canada and Mexico will increase by 10%. 
But even in normal times, Europe and the 
rest of the non-North American world 
account for a tiny proportion of American 
trips and travel dollars. Last year Ameri- 
cans spent $275 billion on travel, all but 
$17 billion in the United States. Two- 
thirds of Americans travelled at least 100 
miles from home; but only 12.7m ven- 
tured across a sea, 6.4m of them to 
Europe. Overseas travellers have in- 
comes double the national average; 60% 
of them travel for pleasure, 72% go their 
own way rather than on package tours 
and 90% are regulars on the tourist beat. 

The main foreign destination for 
Americans is Canada: 12m went there last 
year (and 11m Canadians returned their 
visits, accounting for half of America’s 
foreign tourists). The next most popular 
foreign place is Mexico, which attracted 
3.5m visitors from the United States. 
Some 2.5m Mexican holiday-makers were 
counted coming the other way. 

In Europe, America’s preferred port of 
call is Britain: 40% of travelling Ameri- 
cans stopped there last year and spent 
28% of a total European travel bill of $6 
billion. The British are also Europe’s 
most frequent fliers to America: 860,000 
paid a visit in 1985, more than from any 
other non-contiguous country except Ja- 
pan. The British rank with the Irish and 
the Spanish as America’s stingiest visitors 
(South Americans are the freest-spend- 
ing), which is one reason why Britain’s 
tourist-trade surplus with America is the 
world’s biggest—$1.2 billion last year, up 
70% from the year before. For British 
Airways, which is running an Atlantic 
lottery until October, $6m is a small price 
to pay to bring Americans back. 
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Too many Romans with a lean 
and hungry look 


FROM OUR ROME CORRESPONDENT 


Italy’s search for a new government is 
making Italians wonder whether the three 
years of stable leadership under Mr Bet- 
tino Craxi were a mere interlude, a blip in 
the weary succession of unmemorable 

linistries since 1945. Mr Craxi himself 
. -Tought down five governments in four 
years before he became prime minister 
and a convert to the idea of stability. He 
hopes that his countrymen have now 
acquired a taste for the sort of steadiness 
which he implies he alone, nowadays, can 
provide. His Socialist party is determined 
to block the attempt of the Christian 
Democratic party to replace him as prime 
minister with Mr Giulio Andreotti, or 
anybody else. It is nothing personal, say 
the Socialists, but they want Mr Craxi’s 
successor to be Mr Craxi, not a Christian 
Democrat. 

Mr Andreotti was asked by President 
Francesco Cossiga to form a new govern- 
ment on July 10th, two weeks after Mr 
Craxi’s government lost a parliamentary 
vote of confidence. Mr Craxi and his 
fellow-Socialists had apparently reckoned 
that, having first entrusted an “explor- 
atory”’ mandate to the 78-year-old senate 

sader, Mr Amintore Fanfani, the presi- 
went would invite Mr Craxi to carry on. A 
number of leading Socialists have even 
reproached Mr Cossiga—who, because of 
his office, is supposed to be above party 
politics—of having favoured the Christian 
Democratic party, which he once repre- 
sented as prime minister. 

The grumbles are part of the bickering 
which, like scenes from an all-too-famil- 











Pieces for the puzzle 
Seats in Italy's Chamber of Deputies 


Radicals 11 


jA 







THE ECONOMIST JULY 19 1986 


iar film, have filled television screens for 
the past three weeks. As consultation 
follows consultation, and party leaders 
are obliged to reel out ritual statements to 
waiting newsmen in the heat of a Roman 
summer, many Italians recall that this is 
how things so often were in the days when 
governments lasted an average of 10} 
months. Indeed, the reappearance of Mr 
Andreotti, already five times prime min- 
ister, whose 40-year political career sums 
up much of what is both right and wrong 
about the 40 years in which the Christian 
Democrats have dominated Italian poli- 
tics, reinforces the feeling of having seen 
it all before. Both for its firm style and its 
unusually long life, Mr Craxi’s govern- 
ment did seem to have changed the old 
rules. Was it an illusion? 

Mr Craxi never minded being called a 
decisionista. In a country where media- 
tion and compromise had become the 
norm in politics, he brought a new firm- 
ness to government. He displayed it— 
indeed brandished it—by forcing through 
a reduction of the scala mobile, Italy’s 
version of the disastrous system which 
links wage increases to price rises. When 
the Communist party rashly decided to 
call a referendum on the issue last year, 
the Communists’ defeat became Mr 
Craxi’s personal triumph. 

He was also lucky. The change in the 
scala mobile helped to bring inflation 
down from 15% in 1983 to barely 6% 
now, but so did cheaper oil and a falling 
dollar. The general American-led boom 
in the western world helped Italy’s im- 
pressive recovery under Mr Craxi. The 
Milan stock exchange took off. Mr Craxi 
could convincingly claim to represent a 
new and more modern country. With Mr 
Andreotti as his foreign minister, even 
though the latter’s policy on Arab issues 
sometimes made Jesuits look like clump- 
ers, Mr Craxi’s Italy counted for rather 
more in the world. 

The continuity of the past three years 
also made it easier to push through im- 
portant legislation. The interior minister, 
Mr Oscar Luigi Scalfaro, signed two trea- 
ties with the United States which have 





It's our turn, say Andreotti and de Mita 


opened the way for more co-operation 
against organised crime and international 
terrorism. The justice minister, Mr Mino 
Martinazzoli, helped the magistrates in 
southern Italy who have brought hun- 
dreds of local Mafia members to trial. 
Backed by Mr Craxi, the finance minis- 
ter, Mr Bruno Visentini, was able to 
brave the opposition of a million trades- 
men and shopkeepers, and pass legisla- 
tion aimed at curbing tax evasion. 

Mr Craxi wavered only in the task of 
reducing Italy’s huge public-sector deficit 
and national debt. Those are things that 
would daunt anybody. But, weakened by 
rivalries in his five-party coalition, Mr 
Craxi lately seemed to lose much of his 
earlier crispness. He appeared to be con- 
centrating more on the coming fight with 
the Christian Democrats’ leader, Mr Cir- 
iaco de Mita, who wanted his party to 
reclaim the prime ministership. Now the 
fight is on. 

Since his resignation, Mr Craxi has 
been uncharacteristically quiet. Is it the 
quietness that comes from confidence? 
Mr Craxi could still be the arbiter of any 
future government. Without the Socialist 
party’s 73 seats in the 630-member Cham- 
ber of Deputies, the 225 Christian Demo- 
crats have no hope of mustering a major- 
ity in the current parliament: the three 
smaller partners in the coalition, the 
Republicans, Liberals and Social Demo- 
crats, have made it clear that they will not 
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join a new government which leaves out 
the Socialists. 

So Mr Andreotti’s chances of putting 
together a government to see Italy 
through to the next general election, to be 
held by June 1988 at the latest, do not 
exactly gleam. The Christian Democrats, 
as the largest party in parliament, claim 
they have a right to the prime minister’s 
office. True to style, Mr Craxi has re- 
sponded to challenge by counter-chal- 
lenge. He has insisted that he should still 
be prime minister, and has rejected the 
idea that he should promise to hand over 
the job after the next election. 

With the contenders from both sides 
squaring their shoulders, an early election 
is looking likelier than ever. Even Mr 
Andreotti’s conciliatory attitude towards 
the Communists—whose delegation was 
the first to be received during this week’s 


Spain 
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consultations—seems aimed more at 
scoring political points than at finding a 
way out of the apparent impasse. 

None of the major parties, however, is 
openly asking for an*early election. Mr 
Craxi is now wary of the opinion polls. In 
one poll published by L'Espresso before 
the regional election in Sicily last month, 
Mr Craxi was chosen by 66% of those 
asked as the man most suited to be prime 
minister; only 22% favoured the pro- 
posed alternative, Mr de Mita. But noth- 
ing much changed in Sicily: the voters 
once again disappointed Mr Craxi and his 
party, who consistently do better in the 
opinion polls than in real elections. The 
Republican party’s leader, Mr Giovanni 
Spadolini, reminded an interviewer re- 
cently that Italy’s last four general elec- 
tions, “though all four were early elec- 
tions, solved none of our problems”. 





Basquing in defeat 


FROM OUR SPAIN CORRESPONDENT 


The bomb that exploded in Madrid on 
July 14th, killing nine trainee Civil 
Guards and injuring many others, was 
Spain’s worst act of terrorism in 12 years. 
Its timing—one day before the opening of 
Spain’s newly elected parliament—sug- 
gested yet another attempt by the Basque 
separatist group ETA to cast a shadow 
over Spanish democracy. The deaths also 
provided a grim illustration of the de- 
structive mood that has gripped Basque 
politics since last month’s election. 

The bomb went off two days after the 
deportation to Gabon of an ETA leader, 


Does this make eta happy? 
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Mr Domingo Iturbe, who had been ar- 
rested in France earlier this year. Several 
ETA men have also been arrested in Spain 
during the past few months. But the 
terrorists have been strengthened by the 
advance of their political wing, Herri 
Batasuna, which won five seats in the 
election, three more than in 1982. 

Herri Batasuna boycotts both the na- 
tional parliament and the Basque region- 
al parliament, although it sits on munici- 
pal councils in the Basque country, 
Euskadi. Some of its members privately 
favour an end to the boycott of the 





regional parliament where, they think, 
they could wield a lot of influence— 
especially if a split developed in the 
moderate Nationalist party, which con- 
trols the Basque administration. 

The Nationalists have been at each 
other’s throats since their party won only 
six seats in June, two fewer than in the 
previous parliament. The rebels are led 
by Mr Carlos Garaicoechea, who led the 
regional government until 1984, The un- 
pronounceable Mr Garaicoechea would 
like to reduce the powers of the National- 
ists’ president, Mr Xabier Arzalluz, who 
carries more weight in the party than the 
leader of the regional administration, Mr 
José Antonio Ardanza. 

Mr Garaicoechea also opposes the par- 
ty’s commitment to preserve the tax- 
raising powers traditionally enjoyed by 
each of Euskadi’s three provinces. In the 
idiosyncratic world of Basque politics 
this is a hot issue, and led to the passing oi 
a law in the Basque parliament which 
carved out the running of local affairs 
between the regional and provincial ad- 
ministrations. The law is now before 
Spain’s constitutional court. 

A vote in the party’s governing council 
on July 12th showed Mr Garaicoechea to 
be in a minority. But if the court rules 
against the law he may well try to force a 
change of leadership, or else leave the 
party altogether, taking with him enough 
members of the regional parliament to 
bring down Mr Ardanza. Moderate 
Basques fear a split would mean yet more 
support for Herri Batasuna. 

There is a growing feeling that if the 
Nationalist party is to survive it must do 
something about its stolid look. A 35- 
year-old deputy, Mr Jon Gangoiti, will be 
its spokesman in the Madrid parliament. 
Another up-and-coming Nationalist is M- 
José Mari Gorordo, the 38-year-old heac 
of Euskadi’s television network. A brisk 
economist and a player of fronton, the 
fast ball-game Basques play against the 
facades of churches, Mr Gorordo has 
until now kept out of the party’s quarrel, 
which he describes as “pathetic”. “We 
must sort out our internal problems,” he 
says. “The disintegration of our party 
would be a disaster for Euskadi.” 


France 


Happy Bastille Day, 
prime minister 


FROM OUR PARIS CORRESPONDENT 





President Mitterrand’s poisoned gift for 
the prime minister on July 14th was 
beautifully timed and elegantly wrapped. 
A day on which French military equip- 
ment made by state-owned companies 
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Ma siamo Svizzeri 


FROM OUR SWITZERLAND CORRESPONDENT 


When the voters of the Italian-speaking 
Swiss canton of Ticino recently turned 
down plans to create a post-graduate 
centre there, one of whose specialities 
would have been to study the region 
itself, it was the end of a dream for 
Ticino’s highbrows. They had hoped to 
lure back some of the bright young 
_ Italian-speaking things who have to pur- 
sue their researches in French or Ger- 
man at universities elsewhere in 
Switzerland. 

Until a generation ago, Ticino was 
desperately poor and anybody with an 
ounce of gumption fled—to return only 
when fame and fortune permitted. 
Francesco Borromini and Carlo Ma- 
derno, architects of Rome’s Renaissance 
splendour, were Ticinese; so were the 
vintners who introduced wine-growing 
to California. But most of today’s Ticin- 
ese think they can get along fine without 
special, and expensive, props. 

For such a tiny linguistic minority (less 
than 5% of the Swiss population), the 
280,000 Ticinese have remarkably few 
complexes. In all, 9% of Switzerland’s 
people speak Italian as their first lan- 
guage, but that includes 270,000 Italian 
immigrants—with ¿whom the Ticinese 
hate being confused—and the handful of 
inhabitants of four spectacularly beauti- 
ful mountain valleys in the next-door 
canton of Graubiinden (Grigioni, in Ital- 
ian), which has its own bewildering lin- 
guistic patchwork. 

For the Germans and Swiss-Germans 
who flock over the St Gotthard pass to 
spend their holidays or build their retire- 
ment homes (but seldom to work) in a 
mythical Stiden, Ticino means wine, 
song and sunshine, without the messi- 
ness they associate with real Mediterra- 
nean countries. In fact the Ticinese dis- 
play much of the Swiss enthusiasm for 
hard work, and keep Zurich hours. Al- 
though they have little of the truculence 
of the French-speaking Swiss towards 
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the country’s Swiss-German-speaking 
majority, they worry about the advance 
of Germanic dialects in local shops and 
tavernas. Several townships near Locar- 
no now have a Swiss-German-speaking 
majority or close to it; the local authori- 
ties drew the line at the request for 
German-language schools. 

There are really two Ticinos, separat- 
ed by the pass of Monte Ceneri. The 
Ceneri pass is only 554 metres high, but 
it might just as easily be the Himalayas. 
It divides the north from the south of 
Europe. North of the Ceneri lies Alpine 
Ticino, all hard granite and rushing wa- 
ter, with mountain valleys so poor that 
the villages stand empty and dying; tradi- 
tional metalworking industries have giv- 
en way to fewer jobs in high-tech indus- 
tries. South of the Ceneri, poplars and 
chestnut trees, soft lakes and stucco 
impart a flavour of Lombardy, the prov- 
ince in northern Italy with which the 
history of southern Ticino has always 
been intertwined. 

Milan, Italy’s northern banking and 
industrial centre, is scarcely an hour’s 
drive away from Lugano, and before 
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1914 the border hardly existed except on 
the map. Mussolini at-first stirred up a» 
good deal of sympathy in Ticino, but 
then his noisy irridentism began to worry 
the Ticinese, who thought his ideas for 
putting Italy in order quite good for their 
cousins but not for themselves. 

Today’s Ticinese are often thought of 
by other Swiss as the bright adolescents 
of the Confederation: charming, slightly. 
mad-cap, but to be treated with indul- 
gence. The occasional Ticino rule-bend- 
ing usually elicits more smiles: than cen- 
sure, done as it is with elegance and a 
sense of restraint. (Ticinese like to point 
out that the main perpetrator of th 
biggest Swiss scandal of all, the Crédit 
Suisse affair in Chiasso in 1977, wasa 
transplanted Swiss-German.) 

In the name of linguistic plurality, the 
Swiss federal government has given gen- 
erous support to Ticino’s radio and tele- 
vision service (generally considered of 
higher quality than the German-lan- 
guage services). Televisione . Svizzera 
Italiana has over 300,000 faithful view- 
ers. It used to have almost Im in the 
halcyon days before the Italian govern- 
ment, for reasons that have never been 
quite clear, closed down the relay sta- 
tions that made it visible as far south as 
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was to be seen rolling splendidly down the 
Champs Elysées was perfect for the presi- 
dent’s announcement that, in his view, 
Mr Jacques Chirac’s draft decree on pri- 
vatisation would not protect France’s na- 
tional interests. 

Mr Mitterrand is high in the polls, 
while Mr Chirac is limping a bit. The 
conservative government’s plans for pri- 
vatisation do not excite much popular 
feeling either way. By delaying these 
plans somewhat, which is probably all 
that Mr Mitterrand will succeed in doing, 
the president costs himself little and gives 
mischievous encouragement to those in 
Mr Chirac’s slender parliamentary major- 
ity who like. to complain that his govern- 
ment is moving -too slowly. to put its 


campaign promises into practice. 

By refusing to sign the draft decree asit 
stands, the president was insisting on his 
constitutional rights. He had earlier 
warned the prime minister of his reserva- 
tions. That the president’s objections to 
the government’s proposed methods of 
privatisation were thinner than a share 
certificate was little help to Mr Chirac. 
The prime minister, it seemed, had an 
unpleasant choice: to make the row 
worse, or withdraw the decree. 

A way out suggested itself when the 
two men spoke by telephone later on 
Bastille Day. Mr Chirac might care to 
submit the detailed privatisation plans to 
parliament as a normal bill. If, after 
proper debate, the bill was passed un- 


changed, the president would natural 
sign it. The price for this compromise. 
that the prime minister has had to 
knowledge as a matter of political. fa 
and not just constitutional theory th 
president’s power to block decrees. 
Re-routing the privatisation measu 
through parliament adds to an alread 
heavily. loaded summer schedule. 
government had been hoping to have t 
decree signed this week, enabling it: 
begin replacing bosses in  state-owne 
companies. The first sale was planned fe 
the autumn. This schedule may now slip 
although Mr Chirac has shown that he cat 
drive. parliament hard when he wants to 
The prime minister rightly waved a 
Mr Mitterrand’s te hni al quibbles | 
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television speech on July 16th. Having 
abandoned any objections of principle he 
might have had to privatisation, the presi- 
dent has had to think up tactical obstruc- 
tions. He helped himself to the advice of 
the Council of State, which held, delphi- 
cally, that privatisations should “preserve 
national independence”. 

The government has set 15% as the 
biggest share a foreigner can buy in 
French state-owned companies without 
special permission from the minister of 
finance. Mr Mitterrand suggested that 
this limit should be absolute, not discre- 
tionary. He also complained that the 
arrangement for a French equivalent of 


Fair game? 


In an old continent old customs die hard, 
but Europe’s hunters are having to ad- 
just to two revolutions. The hunters’ 
biggest problem—the dwindling stocks 
of birds and animals to hunt—started 
with the industrial revolution: the coun- 
tryside and its fauna have taken a batter- 
ing from factories, modern farming, and 
the advance of cities and roads. Now the 
“green revolution” has begun to put 
pressure on the hunters themselves. This 
month, campaigners for the abolition of 
blood sports in Italy handed in a petition 
signed by 865,000 people, probably 
enough to force a referendum on the 
issue early next year. Are Europe's hunt- 
ers an endangered species? 

Not exactly. Hunters have an instinct 
for survival, at least their own. They are 
a well-organised and well-connected lob- 
by, both nationally and, through the 
Brussels-based Fédération des Associa- 
tions de Chasseurs Européens (FACE), at 
the European level. Besides, there are 
still an awful lot of them about. 

The 12 countries of the European 
Community alone, according to a pre- 





Britain’s “golden share’—retained by the 
government, to prevent companies from 
falling into wrong hands—would last for 
only five years. To meet some of the 
president's objections the government 
was changing the decree until the last 
moment before the cabinet meeting on 
July 16th. The five-year time-limit was 
removed. Rules to ensure the indepen- 
dence of the commission that will set 
offering prices were tightened. 

Most French people will sensibly not 
start judging Mr Chirac’s privatisation 
plans until after their summer holidays 
are over, and the first sales have begun. 
Until then, Mr Chirac is unlikely to 


liminary report by Mr Jean-Michel Pinet 
of the Institut National Agronomique in 
Paris, have some 6.5m hunters. Some 
Eurosemantics are necessary here. Mr 
Pinet’s figure includes shooters and 
stalkers as well as the hare-and-hound 
people who, in rural English parlance, 
are the only people called “hunters’’. 
Those Britons who shoot birds—much 
the more numerous—are called “shots” 
or “guns”. Many feuds have been started 
by shooters shooting foxes, an unpar- 
donable crime in England. 

On the wide-armed continental defini- 
tion used by Mr Pinet and FACE, the 
number of hunters has been falling in 
recent years in the two countries, France 
and Italy, which together have more 
than half the EEc’s hunters (and where 
hunting seems to be relatively cheap: Mr 
Pinet reckons the average hunter there 
spends roughly $350 a year on the sport, 
compared with an average of about $850 
elsewhere in the Community). In most 
other EEC countries, however, there is 
little sign of a decline; in West Germany, 
says FACE, the number of hunters is 





improve his standing by technical-sound- 
ing arguments, especially with a president 
who wraps himself in the flag and pre- 
sents himself as champion of the sover- 
eignty of parliament, 


World communism 


It won't come again 





The days of communist jamborees with 
delegates assembling from all over the 
world may well be gone for ever. The 
Comintern and the Cominform are dead. 
Even the idea of a more relaxed interna- 


relatively small, but rising. 

Even so, hunters are having to work 
harder to persuade people that they are a 
good thing. They have three main 
arguments: 

@ Hunting is part of Europe’s social 
fabric. All sorts of people do it, from the 
landowners who hold hunting parties on 
their estates to the farmers who shoot 
wild boar to protect their crops, and then 
sell the sought-after meat. In Britain, for 
example, it is not merely a sport for 
gentlemen who gallop after foxes (“the 
unspeakable in full pursuit of the uneat- 
able”, as Oscar Wilde put it). According 
to a report published in 1983, nearly 
three-quarters of Britain’s 800,000 hunt- 
ers are shooters and stalkers; of these, it 
seems, 59% are skilled or unskilled man- 
ual workers. 

@ Hunting means jobs. It is biggish 
business. Last year, according to the 
European Commission, the EEC’s hunt- 
ers (excluding those in Spain and Portu- 
gal) killed 80,000 tonnes of wild game, 
worth about 400m ecus (which now 
translates into roughly the same amount 
in dollars); the share of wild game in the 
EEC consumer's annual meat intake was 
about 0.5%. On Mr Pinet’s reckoning, 
the Community’s hunters spend about 
3.3 billion ecus a year on their sport 
(most of it on licences, permits and 
equipment), with an extra 500m ecus 
going on the upkeep of perhaps 4.5m 
hunting dogs. Directly or indirectly— 
that is, including breeders, game-keep- 
ers, shopkeepers, gunsmiths and oth- 
ers—hunting may provide work for 
about 100,000 people in the Community. 
@ Hunters are nature's friends, not its 
enemy. Hunters and conservationists, 
the hunting lobby says, are natural allies, 
with a shared interest in protecting the 
places where wild things live. Mr Ger- 
hard Frank, the president of the 
Deutscher Jagdschutz-Verband, claims 
that hunting has increasingly become “a 
form of applied nature conservation”. 

Maybe so. However, the hunters’ 
spokesmen have a hard time convincing 
animal-lovers that they should work to- 
gether with people who like killing the 
things. Nor is it always easy to persuade 
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tional assembly of communists, held on 
looser reins by Moscow, now has a very 
remote chance of success. The 1969 Mos- 
cow conference of 75 communist parties 
and the 1976 meeting in East Berlin of 29 
European parties—themselves faint ech- 
oes of the past—were probably the last of 
the kind. 

All this is shown by the fate of Mr 
Mikhail Gorbachev’s attempt to organise 
another big comrades’ get-together. At 
last month’s Polish party congress he 
persuaded Poland’s General Jaruzelski to 
suggest an international meeting on the 
subject of peace. The reaction of the 
maverick Italian Communist party, 


the hunters themselves to behave more 
responsibly. Hunting organisations have 
made a start by introducing mandatory 
tests for people who want to obtain a 
hunting licence for the first time. Would- 
be hunters now have to take these tests 
in most EEC countries (Britain and Ire- 
land are exceptions). 

But just as hunting has a long tradition 
in Europe, so do bad hunting habits. The 
European Commission has opened legal 
proceedings against seven EEC countries 
for failing to implement property a 1979 
directive on the protection of wild birds. 
Members of the European Parliament 
have. drawn attention to such malprac- 

| tices as shooting, snaring and netting 
birds out of season and the continued 
hunting of protected species. Patés made 
with lark and thrush are among their pet 
hates. 

It is not by chance that anti-hunting 
voices are being heard loudest in Italy. 
According to a survey commissioned by 
L’ Espresso, one of the promoters of the 
anti-hunting referendum, 73%. of Ital- 


ians would vote in favour of abolishing. 


whose attendance would make or break 
the plan, broke it.” 

The Italian party spelt out the reasons 
for its refusal. Mr Antonio Rubbi, the 
party’s spokesmah on international af- 
fairs, argued that it made no sense to hold 
an international conference which would 
not be attended by the Chinese; and, 
despite the recent slight improvement in 
relations between Moscow and Peking, 
he thought it inconceivable that the Chi- 
nese would turn up. Anyway, Mr Rubbi 
added, it was not much use meeting when 
those present would not be able to agree 
with each other on such vital issues as 
Afghanistan and Kampuchea. 


Eurohunting 
E orion 


a 
Estimated number of 
hunters inthe EEC: 
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250 inthousands 


Source: institut National 
Agronomique, Paris, February 1986 























blood sports. 

In most EEC countries, hunting rights 
are granted by the people who own land 
or have the use of it. Not so in Italy, 
where article 842 of the civil code per- 
mits anybody with a gun to hunt more or 
less as he or she pleases on private 
property and cultivated land (it was 
Mussolini who passed the law, to keep 
Italian men practised in the use of fire- 
arms). And Italy’s 1.5m hunters do a lot 
of damage. There are not enough game- 
keepers, and not enough protected ar- 
eas, so even protected species are endan- 
gered. Certain regions—Tuscany and 
Lombardy are the main culprits—still 
allow bird-netting. 

Nobody believes that hunting in Italy 
will be banned for good. If the referen- 
dum is held and won, the ban on shoot- 
ing will almost certainly be a temporary 
one, until new hunting laws are intro- 
duced (and meantime poachers will pros- 
per). But even some hunting enthusiasts 
believe that a shock for Italy’s shooters 
will help to clean up habits which give 
hunting a bad name. 








14th, -West Germany’s constitutional 

































But Mr Rubbi’s third objection was the 
biggest. Having paid tribute to recen 
changes in Russia, and to Mr Gorba- 
chev’s foreign-policy initiatives, the Ital- 
ian spokesman went on to say that, if 
conference was to be held, it should n 
be confined to communists but shoul 
include other left-wing western partie 
West Germany’s Social Democrats an 
Britain's Labour party are more impo 
tant to the Italian Communists than. 
connection with communism, even in its 
Eurocommunist version. 

The Italian veto is all the more tellin 
in that General Jaruzelski’s propo: 
delivered in Mr Gorbachev’s presenc 
and with his obvious blessing, was 
carefully worded. It suggested that com 
munist parties “whatever their diffe 
ences in strategy and tactics and howeve 
different their roads” should meet in th 
not-too-distant future for a discussio: 
limited to “defending peace”. It is not 
hard to see what was in General Jaruze 
skis mind. Mr Gorbachev, unlike p 
predecessors, is not a public-relation 
drawback. His current peace offensive 
attractive. Russia has stopped bullying 
West European communist parties a 
encouraging splinter groups if they dis 
obey (in last month’s Spanish electio 
General Lister’s splinter party was told t 
rejoin the fold). In these circumstance 
the Russians probably thought the pri 
posal would slide easily through. 
Italians stopped it. 

Of course, Mr Gorbachev could still g 
ahead with a truncated conference which 
included some small, more or less irrel 
vant western parties. But the absence of 
the Chinese (and Japanese) parties woul 
draw attention to one split. With th 
Italians boycotting the meeting, it wou 
be hard for the French and Spanish pai 
ties to attend: a second great divide. Doe 
Mr Gorbachev want a conference more 
less confined to those who daren’t say no 

The Italian Communists are moving 
well beyond Palmiro Togliatti’s once 
heretical ‘“polycentrist” communism. 
They now deny the very concept of 
communist family. For those in the Kren 
lin who remember Stalin’s time, when 
communist parties responded obedie: 
to every twist in Soviet policy, the com 
parison must be unbearable. 


West Germany 
Taking from the rick 


FROM OUR BONN CORRESPONDENT 


Every attempt in West Germany to draw 
up clear rules about who can give wha’ 
political donation to whom seems to: ope! 
as many loopholes. at it closes. On July 














jurt overruled parts of the government’s and organisations associated with the rul- 

cent legislation on political contribu- ing centre-right parties* 

ons. The new law aimed to clean up the The constitutional court in its wisdom 

ess left behind by allegations that inthe has said that research foundations should 

st political parties had received illicit keep a “proper” distafice from political 

intributions from the former Flick in- parties. But just what constitutes propri- 

lustrial group. The court then went onto ety seems. to be left to politicians’ 
up its own guidelines for the size of consciences. 

ax-deductible political donations. 

The court's decision was a minor vic- Holidays 

ry for the ecologist Green party, which 

akes much of the fact that it is untainted 

y the Flick scandal (the party was not Away goes Europe 

ind at the time). The judges upheld a 





At their leisure — 
% of people taking a holiday in 1985* af which 
© & 20 ao abroad 
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lenge brought by the Greens against Spain 
government’s plan to allow compa- For motorists who have crawled behind Belgium 
to donate up to 0.2% of their annual convoys of Dutch caravans on their way TA 







ceoseeesceesse 


s to political parties free of tax. The to the Mediterranean, or on the winding 
reens:claimed this was unconstitutional, roads of the Scottish highlands, it will 
ause it favoured the political involve- come as no surprise: caravanning and — SAyeaigyeasand over sponding fouror more daysaway from home 
ent of rich companies. camping are the Dutchman’s favourite  Source:EEC Commission 

The court only partly agreed with sort of holiday. While on vacation, other lower in the other 11 EEC countries. 
em, The chief justice, Mr Wolfgang EEC citizens prefer a more fixed abode. Apart from differences in national hab- 
eidler, explained that, although giving According to a survey conducted for the its, Europeans’ holiday decisions are in- 
oney to political parties did not offend European Commission, 31% of Dutch fluenced by things like age, profession 
e constitution, the way the law was people who took holidays last year opted and the size of their family and of their 
amed violated “the citizen’s right to an for caravans or tents. The French at 22% income. Income matters most. In 1985, 
ual share in the power-making pro- trailed them a distant second. 85% of families of senior executives took 
ss”. Instead, individuals or companies Holland also topped the chart for the holidays. For manual workers, retired 
ill be able to make political contribu- percentage of its population that actually people and farmers the proportion was 
ions of up to DM100,000 ($45,000) a went on holiday last year, with 65% (see 51%, 49% and 25% respectively. 

ar free of tax. chart). More surprisingly, Belgium The survey confirms that, like the Brit- 
‘The ruling will be incorporated into ranked with the less affluent members of ish, other Europeans do like to be beside 
w legislation. Although the courts the Community—Portugal, Ireland, the seaside. The Greeks, 70% of whose 
M100,000 ceiling seems clear enough, Greece and Spain—where the majority holidays are taken by the beach, come 
uch depends on the definition of what did not take holidays. first, followed by the Portuguese and 
constitutes a company. For example, will According to the survey, 56% of the Luxembourgers with 62% and the British 
g industrial groups be allowed to pay a 250m adults in the EEC took at least one and Italians with 58%. The Dutch, who 
ries of DM100,000 contributions each holiday (of four days or more away from go to the seaside for only 36% of their 
through each of their subsidiaries? It home) in 1985. Of those who did not go holidays, are different; presumably many 
ks like more work ahead for lawyers. away last year, nearly half said they could of them prefer to pitch their tents and 
But the widest loophole is formed by not afford it, while 22% said they pre- park their caravans well above sea-level. 
 court’s decision not to do anything to ferred to stay at home anyway. Europe- If West European beaches are current- 
ter the current system under which tax- ans seem undeterred by terrorism. Wor- ly overcrowded, the survey shows who is 
ee donations are made to research foun- ries about their safety kept a mere 2% of to blame. Last year nearly two-thirds of | 
tions. On the face of it, there seems Italians from travelling last year—or so EEC holiday-makers went away in July 
thing objectionable in non-profit re- the Italians say—and the figure was even and August. Italians were the most gre- 
arch foundations qualifying for tax-free ; garious. Britons and Luxembourgers 
gifts from benefactors in industry or any- spread their holidays most evenly 
here else. The trouble is that each of the throughout the year. Since southerners 
rée parties which have run West Ger- can find the sun at home, it is predictable 
any during the past four decades is that fewer people from the EEC’s south- 
losely associated with such a research ern countries travelled abroad for their 
undation. There have been allegations main holiday than did the northerners 
‘om time to time that some of these (see chart). Virtually all Luxembourgers 
undations have been used to channel who took holidays went abroad, and who 
money to the parties themselves. could blame them: their country is land- 
The most recent allegation, made in the locked and measures only 30 miles by 50 
agazine Der Spiegel, concerns a founda- miles at its widest point. 7 , 

m called the Friedrich-Ebert-Stiftung, The survey points to the growing phe- 
which is closely associated with the oppo- nomenon of multiple holiday-taking. 
sition Social Democrats. The party’s , Nearly half of the EEC’s professional and 
kesman, Mr Wolfgang Clement, de- executive classes took at least two. holi- 
nies Der Spiegel’s report that the Social days last year: In France, 27% of: the 
Democrats used the. foundation to laun- population had. a second vacation. last 
der money via a Swiss bank and a friendly year, compared with 21% in Britain and 
organisation in Israel. Similar allegations 17% in West Germany. Europeans, when 
lave been made about other foundations. they can afford it, do like to have fun.. 
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STRATEGIC PLANNING ASSOCIATES 


is pleased to announce _ 
the opening of its regional office in 


SINGAPORE 


in support of the Firm’s growing practice in 
Strategy Development and General Management Consulting 


ROY M. BARBEE VINCENT J, PIERSE 
Managing Director General Manager ~ East Asia Region 


143 Cecil Street #22-03/04 
G B Building 
Singapore 0106 
Tel: (65) 2253557 Telex: RS 42726 


Washington, D.C. ' London Geneva Singapore 


Our Investors = MINT Guaranteed Fund 


* NEW ISSUE OF SHARES * 


MINT Guaranteed offers the rewards of 
trading without the risks. The new issue of 
shares is open for subscription until 

tst October, 1986. 


@ Management experience backed by two 
centuries of trading 


US. Dollar based 
Complete confidentiality 
Minimum investment $30,000 


After 1 year the Wail Street Journal said “Also 
among 1984's top 10 was MINT Ltd which 
showed a 31.4% gain. ..”. After 2 years the 
Financial Times said “The best performer over 
this two year period was the MINT Fund. ..”. 
After 3 years Futures and Options World said, 
“Number one in the offshore list is MINT Ltd 
which put 01.33% last year’. 


continue to do very well 


ED&F Man International Lid. Investments Division, 
Licensed Dealers in Securities, 
Sugar Quay, Lowér Thames Street, London EC3R 6DU. 
Tel: 01-626 8788 Telex: 885431 EDFMAN G 
— a a a a a oe a oe a ee a oe a a 
For further details of investing in MINT Guaranteed Ltd, please 
Isend me the prospectus of MINT Guaranteed Ltd. Special issu 


Now the guaranteed return of your p Shares. 
capital creates an investment |) pName 


opps uany. you can’t afford to ignore STOPE 


- This advertisement is notan invitation to make a y MINT Guaranteed Ltd. Applications for i 
y anares in Mint ‘Guaranteed ite. will oniy be co ered in terms of the prospectus dated 29th July, 1988. Please telephone me if necessary on. 
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London EC3M 3BL. Tel: 01-623-8000 


Please send me further information on the following services 


(tick box): 
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t's the sort of service that could save you 


If you're looking for offshore investments, you need floundering around in unchartered investment waters. 
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ly fill in the coupon below: 
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To find out more about our range of financial 
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C International Investment Management [] Offshore Funds 


C Private Clients Department [C] Trustee Services 


Kleinwort Benson Investment Management, 
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we're in the right places to keep in 


You need one that has a wide international presence 
touch with local cond 


ecause the broader the international network, the better 
can keep in touch with local financial markets and 


conomic trends. 
The more effectively it can develop its offshore 


nds and the more it can make of your money. 
Kleinwort Benson has offices in Brussels, the 


So you can'see 


financial organisation that can guide you through the 
ps and shoals. 


“hannel Islands, Geneva, Hong Kong, 
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BRITAIN 





Backing into sanctions 


The British government is now starting to 
face up to the probability that it will have 
to introduce sanctions against South Afri- 
ca. During a Commons debate on a 
Labour party motion on Wednesday, the 
foreign secretary, Sir Geoffrey Howe, 
conceded that if his forthcoming mission 
to South Africa did not succeed, “I would 
regard agreement on further measures as 
likely to be necessary”. 

His careful phrasing indicates the reluc- 
tance which the government in general 
and Mrs Thatcher in particular feel at 
having to contemplate sanctions. It also 
shows their pessimism on the outcome of 
Sir Geoffrey's mission. He returned from 
his first round of talks with front-line 
African states deep in gloom. 

The shadow foreign secretary, Mr De- 
nis Healey, called for a wide range of 
sanctions, mainly financial and trade, and 





This sporting life 


So much for the friendly games. One 
week before the opening of the 13th 
Commonwealth Games in Edinburgh, 
Nigeria, Uganda, Kenya, Tanzania, 
Ghana, Sierra Leone, Malaysia, the Ba- 
hamas and Papua New Guinea had all 
pulled out because of Britain’s reluc- 
tance to impose sanctions on South Afri- 
ca. Zambia, Zimbabwe, Botswana and 
India were thinking about quitting. Just 
as the boycott was gathering force, the 
Commonwealth Games Federation 
banned two South African-born ath- 
letes, Miss Zola Budd, a runner, and 
Miss Annette Cowley, a swimmer, from 
representing England in the competi- 
tion. Some of the boycotters had said 
they found the inclusion of these two in 
the English team offensive. The federa- 
tion swears its ban was made on legal 
grounds, and not in order to staunch the 
boycott. Nobody is convinced. 

Miss Budd ran for Britain in the 1984 
Los Angeles Olympics without causing 
Official ripples because the Olympic eli- 
gibility rules are simple: ‘‘only citizens or 
nationals of a country may represent that 
country.” Miss Budd is a British citizen. 
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proposed that western central banks 
should sell gold to force the price down. 
His demand for action was supported by 
the former Tory prime minister, Mr Ed- 
ward Heath, who poured scorn on Sir 
Geoffrey's efforts and told his parliamen- 
tary colleagues that if they wished to deal 
with apartheid they would have to face up 
to the need for a naval blockade of South 
Africa. The alternative would be the 
“most ghastly bloodshed” in which the 
white government would be swept away. 
The mass of the electorate still does not 
seem to share that concern. Most Tory 
members of Parliament say that their 
parliamentary postbag contains hardly 
any letters on the issue, and claim that 
many of their constituents are strongly 
against sanctions. They are irritated by 
threats by black African governments to 
withdraw from the Commonwealth and 


But the Commonwealth Games rule 
dealing with eligibility is a legal mine- 
field. Interpreting the words “domicile” 
and “resided” has proved particularly 
tricky. 

The amateur bodies that govern the 
sports of the two athletes gave evidence 
months ago to the Commonwealth 
Games Council for England supporting 
the eligibility of their stars. The council, 
having taken legal advice, decided in late 
May that the girls could probably be 
included in the England team. To be 

uite sure, the council asked the federa- 
tion to interpret its own rules. The 
federation was to decide on July 17th. 

In the heat of the boycotting moment, 
the federation brought forward its deci- 
sion to July 13th. Mr Sharad Rao, the 
federation’s honorary legal adviser, was 
flown in from The Hague for an opinion 
on Sunday, after which the girls were 
declared non-starters. The council is fu- 
rious that it was not shown the workings 
of the federation’s mind before the ban 
was announced. It has asked for the 
records, to see whether the decision was 
made on legal grounds alone. 


Sa ee a er 


by their action in pulling out of the- 
Commonwealth Games. 


However, Tory managers now see sev- 


eral dangers for the government. First, 
the whole issue is once again showing Mrs 
Thatcher in the harsh light which they 
have been so anxious to change. That will 
matter more if, at the same time, the 
continued rise in unemployment becomes 
a lively political issue again. 


Second, they fear that the issue could 


lead to a break-up of the Commonwealth 
(but see page 19). The ultimate but most 
improbable horror would be a move by 
other Commonwealth countries to expel 
Britain. More probably, African and non- 


African members, including India and — 


possibly Australia and Canada, would 
gang up against Britain. The Queen is 
said by some to be dissatisfied with Mrs 
Thatcher's intransigence and preparing to 
intervene directly with Commonwealth 
leaders during their forthcoming emer- 
gency conference in London. 

Third, party managers fear that the 
Tories could suffer from internal bicker- 
ing, though at present any parliamentary 


revolt against sanctions by Tory right- — 


wingers, led by Mr Julian Amery, would 
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BRITAIN 


The Westland wound reopened 


Just before members of Parliament leave 
Westminster for their long summer 
break, the House of Commons defence 
committee will publish its report on the 
Westland affair. In January this year, the 
row over whether an American or Euro- 
pean consortium should be allowed to 
buy the ailing Westland helicopter com- 
pany lost Mrs Thatcher two of her best 
senior cabinet ministers—first her de- 
fence secretary, Mr Michael Heseltine, 
and two weeks later her industry secre- 
tary, Mr Leon Brittan. The public row 
between the two rocked the cabinet. The 
deliberate leaking of a confidential letter 
from the solicitor-general, in a manner 
calculated to damage Mr Heseltine, im- 
pugned the integrity of Mrs Thatcher 
herself. 

The defence committee will publish 
two reports. One, on the defence impli- 


be small and containable—probably no 


- more than 20-30 rebels. 


But the government appears to have 
done no detailed contingency planning 
for sanctions. It is thus unclear exactly 
what action it could take without legisla- 
tion. It might be necessary to recall Par- 
liament from its summer recess to pass a 
sanctions act similar to that used against 
Rhodesia 20 years ago. 

There is probably only one way that 
Mrs Thatcher can now avoid a political 
reverse at home. President Botha must 
undertake to accept, before the Com- 
monwealth gathering next month, Sir 
Geoffrey’s minimum condition for not 
imposing sanctions: the release of Mr 
Nelson Mandela and other imprisoned 
African leaders, and the lifting of the ban 
on the African National Congress. As Mr 
Botha seems unlikely to oblige, Sir Geof- 
frey has been wise to prepare a space for 
Mrs Thatcher to reverse into. 


Northern Ireland 


The agreement 
frays a little 





The peak of the annual season of North- 
ern Irish Protestant marches has passed, 
leaving the Anglo-Irish agreement bat- 
tered. The Irish foreign minister, Mr 
Peter Barry, described as “intolerable” a 
decision to allow a smallish group of 
Protestant marchers through a Roman 
Catholic district of the town of Porta- 
down—a decision taken by the Royal 
Ulster Constabulary, faced with threats 
from extreme loyalist elements. Unionists 
hailed the concession as a victory for 
them and a defeat for the agreement. 


44 
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cations of the future of Westland, will 
deal with defence procurement and Eu- 
ropean industry’s ability to compete with 
American technology. The other will be 
on the government's decision-making 
process and the leak. There will also be a 
400-page volume of evidence. 

Despite the fact that it is highly critical 
of the government, and by implication of 
Mrs Thatcher, the report was agreed by 
all ten members of the committee— 
seven Tories and three Labour. Mrs 
Thatcher herself did not appear. To have 
forced her to do so would have required 
a resolution of the whole House, and in 
her place the government fielded Sir 
Robert Armstrong, the urbane secretary 
of the cabinet, who irritated the MPs with 
his evasive and bland replies. He is likely 
to come in for severe criticism, as is Mr 
Bernard Ingham, the prime minister’s 


Nationalists called it a provocative in- 
fringement of their rights. The police 
argued, with some reason, that the deci- 
sion averted what could easily have 
turned into a serious riot. 

Mr Barry’s complaints were partly in- 
tended to soothe the feelings of the Social 
Democratic and Labour party. But he 
was also reflecting his own government’s 
displeasure over some areas of the Anglo- 
Irish agreement, and in particular the 
performance of the Northern Ireland sec- 
retary, Mr Tom King. Mr King’s recent 
actions have brought a string of com- 
plaints from Dublin. The Irish were 
aghast when he told a Belfast newspaper 
that the agreement might be changed in 
response to Unionist submissions, and 
they were furious when Mr King said he 
had received no representations from 
Dublin about Protestant parades. The 
Irish government said indignantly that the 
agreement was formally ratified between 
governments, and that it had made its 
views on marches known to Mr King in 
the strongest of terms. 

Some nationalists believe Mr King is 
out of sympathy with the agreement and 
is single-handedly attempting to water it 
down to please the protesting Unionists. 
Certainly he is engaged in a delicate 
operation to draw at least some Unionists 
back into talks with the government. 
Significant though the contacts are, they 
have had to be surreptitious because all 
Unionist politicians have promised to 
boycott British ministers unless and until 
the Anglo-Irish agreement is suspended. 

One of Mr King’s aims is to split the 
Unionists. He wants to separate the Dem- 
ocratic Unionists and their leader, the 
Rev Ian Paisley, who have opted for 
outright confrontation with the authori- 
ties, from the more moderate Official 
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press secretary, who choreographed the 
leaking of the letter. Not only did the 
government refuse to allow Mr Ingham 
and the other officials directly concerned 
to appear before the committee, but Sir 
Robert insisted on maintaining the 
Whitehall fiction of anonymity by never 
mentioning officials’ names. The report 
names them all. 

The reports may further delay Mr 
Brittan’s political rehabilitation. Mr He- 
seltine is likely to find that while his 
parliamentary colleagues endorse his 
view that European governments should 
co-operate more in defence industries, 
they criticise the way in which he cam- 
paigned against other ministers. How 
much damage will the reports do to Mrs 
Thatcher? If she feels obliged to defend 
her staff, the old controversy will be 
reopened. But the timing of publication 
will prevent parliamentary debate until 
the autumn. By that time, MPs may have 
other things to worry about. 





Unionists under Mr James Molyneaux. 
Mr Molyneaux insists that the agreement 
should be opposed only by lawful means. 
Mr Paisley has become increasingly mili- 
tant. Last week he assembled 4,000 men 
in military formation in the middle of the 
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Summer time in Ulster 


night in a sinister show of strength. Some 
of his troops wore masks and combat 
jackets. While Mr Paisley has called for 
Unionists to take to the streets, Mr Mo- 
lyneaux has been appealing for calm. So it 
may not be long before their pact col- 
lapses and the two parties return to their 


THE ECONOMIST JULY 19 1986 


THE ECONOMIST JULY 191986 





Brides beware 


British women may live with their boyfriends, bear babies out of wediock 
and separate from their husbands. But they still love marriage, the 
institution that limits their job and income prospects more than men’s 


The royal wedding will be the sort of do 
that fairy tales are supposed to end with. 
Lots of British couples—or at least, lots 
of British ‘girls—still long to plight their 
troth in Fergie style. Lots will. For in the 
past 20 years, the grand wedding has had 
something of a revival. 

A survey conducted by Brides maga- 
zine in 1985 found that 88% of readers 
wanted to marry in church. Just over 
70% planned to entertain between 50 
and 100. guests at a reception after the 
ceremony. At 62% of receptions, the 
guests would be offered a sit-down meal 
(even more common in the North). And 
75% of readers wanted to give a party in 
the evening too. Brides’s 376,000 read- 
ers, aside from being the people who 
take their wedding seriously enough to 
buy a magazine about it, are predomi- 
nantly. skilled working class: two-thirds 
are from social classes CI and C2, 

These are the people who hold the 
Saturday-morning, _tulle-and-confetti 
wedding most dear. Smart aristocrats 
still get married on a weekday at a 
London church and throw a pre-dinner 
party with a few speeches afterwards. 
The poshest weddings are brief, if expen- 
sive. But the average British wedding 
now costs £2,500, Brides’s editor reck- 
ons—a far cry from the 1950s, when 
humble people would hold the reception 
at a local hotel offering “a sit-down 
lunch of soup, roast chicken and trifle at 
6s 6d (less than £3 today) a head”. The 
bill will probably be sent to the bride’s 
dad, who still pays for more than 50% of 
British weddings. Only 23% are paid for 
by the happy couple, and a mere 16% 
shouldered by the groom’s side. 

Perhaps. it is because they are the 
excuse for a party that weddings have 
not gone out of fashion. For about a 
third of all couples who marry have been 
living together anyway. The proportion 
is lower for couples marrying for the first 
time, only one-fifth of whom have co- 
habited before their wedding day. But 
two-thirds of couples in which both part- 
ners are remarrying set out for the regis- 
try office from. the same house. Civil 
ceremonies are three times as likely: as 
church weddings to take place between 
couples who have lived together. That 
partly reflects the fact that more than 
90% of remarriages take place at a 
registry office, rather than a church. But 
not entirely: only 10% of first marriages 
with religious ceremonies, but 39% of 
first marriages with civil ceremonies, are 
between couples who have previously 
cohabited. 

Far fewer brides are. pregnant. In 
1974, 29% of babies conceived outside 


marriage were born in wedlock (as are 
34% of babies conceived by unmarried 
teenagers). The rest were either aborted, 
or born illegitimate. By 1984, only 16% 
of babies conceived before marriage 
(and 14% of those conceived by unmar- 
ried teenagers) were born to a husband 
and wife. But there had been a large rise 
in conceptions which ended in a birth 
outside marriage, registered by both par- 
ents. An unmarried mum (see right-hand 
chart) now tends to live with her baby’s 
dad instead of marrying him. 


Happy ever after 

People clearly like weddings. Even 
among those whose marriages fail, many 
have a second try. For every 1,000 di- 
vorces in 1973, only 233 ended with 
neither husband nor wife remarrying; in 
268 cases, both partners remarried (and 
in 287, only the husband did). These 
second marriages are not guaranteed to 
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last either: in 1971, just under 9% of all 
divorces in England and Wales took 
place between couples where one or 
both partners had previously been di- 
vorced. By 1984, that proportion had 
risen to 22%. 

Divorce has recently risen steeply, 
reflecting not only an increasing disen- 
chantment with married life, but a 
change in the law. In October 1984, it 
became easier for a mutually-loathing 
couple to split up after one year, instead 
of a minimum of three. That led to an 
8% rise in the number of divorce decrees 
issued in 1985—and 72% of them went 
to women—an all-time high. 

The seemingly inexorable rise in the 
divorce rate may slow down eventually, 
if couples continue to marry later. The 
average age of first marriage has risen 
from 24.6 years for men and 22.6 years 
for women in 1971 to 26 for men and 23.7 
for women in 1985. Yet the age at which 
people marry and the likelihood of di- 


vorce are clearly linked (see left-hand 
chart). Teenage marriages, which have” 
by far the highest casualty rate, are dying 
out: only 14% of brides are now under: 
20, compared with over 30% in the 
1960s—despite a rise in the number of 
teenagers. 


No wives need apply 
Women used to stop work when they. 
married; now they stop when they first. 
have children. But lots of women change 
down a gear at work once they marry, A 
study of 53 newlywed couples carried out 
by the Marriage Research Centre in 1982. 
found that 38 of the wives had changed 
jobs around the time of marriage. Ten 
couples moved to a place convenient for 
their husband’s work which forced. the 
wife to give up her job. Although the 
couples paid lip service to domestic job- 
sharing, the women did more house- 
work, even though, in the first years of: 
marriage, most of their jobs had hours:as 
long as their husbands’. : 
After marrying, women typically wait 
more than two years tọ start a family; 


Conceptions outside marriage” 


% leading to: 

illegitimate births 
1976" registered by: 
17 mother only 17 ———~ 


16 both parents 30 -——, 


39 legal abortions 37 


Total 167,500 Total 263,400 


England and Wales 1 Figures do not add to 100 because of rounding” 


The gap between marriage and first birth 


varies from 37 months for the wives of . 


professional men and managers, to 18 
months for the wives of unskilled manual 
workers. Most women return to work. 
after their children are born. The gap. | 
between birth and return is becoming 
shorter. Those most likely to return are 
the highly educated, who have invested a 
lot in their own training, and the un- 
skilled manual workers who cannot af- 
ford to bring up their families on one 
paypacket. Most mothers go back to less 
well-paid jobs. 

Dropping down the labour market 
when they marry and out of it when they 
breed costs women dear. Mrs Heather 
Joshi, from the London School of Hy- 
giene, suggests that being responsible for 
childcare costs a woman almost seven: 
years in lost working time, but twice as 
many years of average annual earnings; 
because she misses out on experience, 
training and promotion. 





The ivory cracks 


Oxford University is not such a strong- 
hold of the elite after all. This October, 
for the first time, more first-year stu- 
dents will come from state schools than 
from private schools. Students from state 
schools will make up 47% of the first 
year, and students from private schools 
45%. The rest come mainly from 
abroad. The proportion of privately- 
educated newcomers is five percentage 
points lower than it was in 1985, and the 
university’s Admissions Office unoffi- 


cially predicts a further fall next year, to 
38% 


Behind the fall lies a new entrance 

ocedure, which brings Oxford more 
into line with other universities. Oxford 
used to require candidates to sit a special 
entrance exam in the autumn term fol- 
lowing their summer A levels. State 
schools found it hard to provide for sixth 
formers who wanted to stay on for a 
seventh term. So the written exam 
stopped last year. As a result, more state 
schools are submitting candidates. It is 
still harder for someone from a state 


traditional rivalry. 
Mr Paisley’s increasingly angry talk has 
__ made the violence of the marching season 
worse. Scores of people were injured, and 
_ dozens arrested. A wall is to be built to 
__ keep Protestants and Catholics apart in a 
north Belfast street particularly plagued 
with violence. Loyalist assassination 
k gangs, which have not been seen for 
= years, have re-emerged and killed two 
_ Catholics. 


_ Profit-related pay 


No longer just a 
bright idea 


_ The government's profit-sharing plans 
have descended from the realms of eco- 
_ nomic theory into a form in which they 
-~ might actually happen. The chancellor, 
Mr Nigel Lawson, first suggested in his 
_ budget last March that the government 
might introduce tax reliefs to encourage 
4 workers to accept part of their pay in a 
form linked to profits. The Treasury's 
preliminary thoughts were presented to 
the May meeting of the National Eco- 
- nomic Development Council. 
___ The new consultative document is a 
_ joint effort by the Treasury and the 
_ departments of employment and trade 
= and industry. That in itself is a sign of 
progress towards consensus; previously, 
= profit-related pay was very much a Trea- 
_ Sury wheeze. But the most important 
_ change is that the government is at last 
í 46 


RET 


school to win a place: in 1986, 38% of 
those who applied got in to Oxford 
compared with 42.6% of private-school 
pupils. But in 1980-84, an average of 
only 33.4% of state-school pupils who 
applied won places. 

Cambridge University still has a spe- 
cial entrance exam. Last year, it gave 
just 37% of its places to applicants from 
state schools, and 50% to people from 
private schools. The number of. state 
schools submitting candidates has been 
dropping while the number of private- 
school candidates has risen. 

Next year Cambridge, too, will be 
opening its doors wider. In July 1987, 
any sixth-former who wants to go to 
Cambridge can sit STEP, the Sixth Term 
Entrance Paper, straight after A levels. 
The exam will, in theory, be more attrac- 
tive to state-school pupils than the old 
Cambridge Colleges’ Examination. If 
Oxford’s results are anything to go by, 
heads of private schools will be spending 
a lot of time consoling disappointed 
parents. 





basing its ideas, not on the untried beliefs 
of Professor Martin Weitzman, an Amer- 
ican academic, but on the proven achieve- 
ments of profit-sharing companies. The 
undisputed benefit to which such compa- 
nies can point is greater identification 
between employees and their bosses. For 
the first time, the government is empha- 
sising this advantage rather than the more 
tenuous claim that profit-sharing will gen- 
erate employment by making pay more 
flexible. 

The new paper goes some way to clear 
up a number of points which the May 
document left unanswered. It is also less 
rigid about the kinds of schemes it would 
encourage. 

The government makes it clear for the 
first time that it would expect schemes to 
be introduced instead of an annual pay 
increase, and that, in some circum- 
stances, employees’ incomes could fall. 
Trade unions will not like that, though 
they know that outright opposition to 
worker capitalism would be unpopular 
with their members. 

Earlier signs that the government was 
intending to lay down a particular model 
or scheme have disappeared. The formu- 
la by which pay is related to profits, and 
the form in which it is paid out (lump sum 
or in stages, shares or cash) are, says the 
new paper, up to companies and their 
workers to decide, More significantly, the 
government has also dropped its previous 
suggestion that companies would have to 
pay out as much as a fifth of their pay bill 
in a profit-related form. Most companies 
with existing schemes pay around 5% or 
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less, although some, like ICI, pay as much 
as 10%; and the proportion is bigger in 
the small number of firms actually owned 
by their employees. The government is 
now proposing that 5% should be the 
minimum for a scheme to qualify for tax 
relief. 

The May document suggested that an 
average employee might stand to gain as 
much as £5 a week in tax relief; that figure 
now stands nearer to £3. The cost to the 
Treasury would obviously depend on 
take-up and on the proportion of their 
pay that workers ended up taking as 
profit share. If 3m workers took part, and 
10% of their pay were linked to profits, 
the annual cost would still be little more 
than £200m. But it is just possible that, 
having opened the debate and concen- 
trated people’s thoughts on profit-shar- 
ing, the chancellor finds it happens of its 
own accord, 


British Gas 
Rooke’s play 


Sir Denis Rooke, the chairman of British 
Gas, makes no secret of the fact that he 
would rather be selling gas than the gas 
corporation. Of all the chairmen of state- 
owned industries in Britain that have 
been privatised since Mrs Thatcher came 
to power, he alone thinks that flogging his 
industry (a more-or-less natural monopo- 
ly) to the private sector is a piece of not- 
very-harmless politicians’ nonsense. 

The flotation, planned for November 
this year, may help the Treasury raise £5 
billion-8 billion and encourage more 
members of the public to buy shares in 
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UK.Unit Trust Managers of the year’ 


Perpetual’s the top performer Unit Trust Managers of the year 
. Perpetual takes The Observer's 1985 Unit Trust Managers -Over the year, every single Perpetual Fund has moved into 
of the Year award. A richly deserved award. Its investment the black... Over the last 12 months, the Perpetual Funds have 


team -chairman Martyn Arbib, Bob Yerbury, Scott produced an average weighted performance of 27.7 percent, 
McGlashan and Martin Rasch - have been producing 


performance plums well for many years 
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15th Dec 85 Who is the best of the biggest unit Managers? 


. : ...awards for consistency to Perpetual... for achieving a place 
pr Ts form puide LP al: aohieveda toe! in the top five for all the years shown. (One year, two years, 

-- Two groups deserve a big hand. Perpetua -achieved a 100% three years, four years, five years and ten years.) 

record in both periods (one year and three years): All their trusts 

performed above average. 
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International Growth Fund The Offshore Growth Fund P= ee ee oe m 


Please send me details (on the terms of which alone all 















In the eleven years since launching the Is an international unit trust based on the same i Pere be considered) i 
. $ . ase tre x 
Group’s first unit trust in the United Kingdom, immensely successful investment philosophy as aires Govind Clonsherca Wercan Bend 
Perpetual has earned an enviable the U.K. based International Growth Fund. > CJ Offshore Emerging Companies Fund 
pi Launched on the 23rd J 1983, the Fund To; 
reputation aunched on the 23rd January 3, the Fun 
for consistent International Growth Fund invests in a wide spread of leading companies repetat Unii Trist Managment (Jersey) 
tor consisten a0 SEA alee hie spreac aan E P ; Limited, PO Box 459, Norwich Union House” 
investment from the world’s principal stock markets. Church Street, St. Helier, Jersey, 
success. i Channel Islands. 
The top 
f ra SURNAME T jo ie ea a a 
authorised 2 607: f i(Mr/Mrs/Miss} l 
fund over the | I mes - NOES Sa araa a S 
eleven year E ia ens. l l 
o to iieaoe For more specialist Investors:- 
¿th June = : 
1986 i000 The Offshore The Offshore Emerging 
. lll American Fund Companies Fund 
74 30th September 
ith Sept l nns June 














snee faunch ¢ since i 11985 
~ UNVESTINB IN sioh ~ AvUsting intesnationally in all 
markets of North Amenca todays more exciting companies N 


NB. All figures as at 17th June 1986. Figures are based on offer price of units and include net re-invested income. Offshore funds are quoted in J 
US. Dollars. You should remember that the price of units can go down as well as up and that past performance is not a guarantee of future success. — a a a a ee ee a 




























The Dorchester. 
The epitome of British tradition, 
service and hospitality. 















In the heart of Mayfair 
stands a living tradition. 
The Dorchester. A Regent 
hotel. Here, you'll find the 
highest standards of service 
and cuisine in London. 


Dorchester 


A REGENT INTERNATIONAL HOTEL 
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LONDON 01-629-8888, TELEX 887704; AUSTRALIA TOLL FREE 008-022-800; 
HONG KONG 3-663361; SINGAPORE 7373555; JAPAN TOLL FREE 0120-001500. 
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~ something they already own. But it will 


do little, he reckons, for the efficiency of- 
the business. he has run for the past ten 


years. (With one exception: it will rid him 
of meddling by politicians and civil ser- 
vants in the prices he charges his custom- 
ers.) If popular capitalism were the goal, 
Sir Denis would prefer a free distribution 
of equity to his 16m domestic gas 
consumers. 

Sir Denis, now 62, and ten years in the 
top seat, has earned his reputation as the 
dominant post-war personality in his in- 
dustry not by pandering to his political 
masters, but by knowing his job—he is an 
engineer by training—and telling them 
frequently (and usually successfully) to 
mind their own business. He quarrelled 
with energy ministers from left and right: 
with Mr Tony Benn and with Mr Nigel 
Lawson. 

‘Whitehall is used to Sir Denis’s forth- 

~ aught views, Not so the army of merchant 
bankers, admen and other promoters 
charged with selling British Gas. Not only 
is the chairman reluctant to sing the 
wonders of privatisation. He does not 
think too much of the people he is being 
asked to sing to, either. Sir Denis’s opin- 
ion of stockbrokers and journalists is even 
lower than it is of politicians. 

British Gas will be the biggest share 
offering the world has seen. When BT was 
privatised. in 1984, its chairman, Sir 
George Jefferson, talked himself hoarse 
at assorted City and West End lunch 
tables, manfully flogging the message that 
what everybody thought was an ineffi- 
cient old telephone company was really a 
high-tech enterprise at the leading edge of 
global integrated communications tech- 
nology. Sir Denis must now do the same: 

But he and his colleagues, now dutiful- 
- beginning their rounds in the City, are 

dopting a different style. Fund managers 
who venture a simple, carelessly worded 
inquiry such as “what is your dividend 
policy?” are liable to be told briskly that 
the question is meaningless: since British 
Gas has never paid a dividend in the past 
(being state-owned), it does not have a 
present policy, and as it has not yet 
decided on any future payout, it does not 
havea future one, either. 

Ask him if British Gas is really any- 
thing more than a dullish utility, and Sir 
Denis will cheerfully reply, not with some 
flannel about growth strategies, but rath- 
er: “What is wrong with being a dullish 
utility? I would rather be running that 
than be some fly-by-night whizz kid,” 

And so on. Sir Denis seems to take the 
view that since the government is selling 
the company, it is up to the government 
to judge how to go about it; but he is the 
guy who runs the show and he will say 
what he thinks. It is too late to turn him 
intoa performing flea. For such honesty 


(ori isit mischievousness?), he is unlikely, 


to be thanked by his did sparring partner, 


Mr Lawson. As chancellor, he needs all 
the money he can get from the gas sale if 


he is to keep his dream of tax cuts alive. 


Video 


Sensibilities and 
the censor 


The bell outside the offices of the re- 
named British Board of Film Classifica- 
tion (BBFC) in Soho Square is still marked 
“British Board of Film Censors”. Appro- 
priately: although no longer censors by 
name, the board’s members are now 
more like censors than ever. 

In 1985 the board acquired statutory 
powers and duties to classify, demand 
cuts in or refuse a certificate for publicly 
available video recordings. It is required 
by law to determine whether a video is 
“suitable for viewing in the home”— 





difficult business, considering that only 
one-third of British homes have a child 
aged 16 or under. Before, the BBFC mere- 
ly certificated cinema films for the guid- 


ance of local authorities, and was 
toothless. 

Last year, according to its first annual 
report, the BBFC’s square-eyed guardians 
sat through 856 video features and trail- 
ers, from “The Flintstones Meet Rockula 
and Frankenstone” to “Lust in the Dust”, 
from “The Living Dead at Manchester 
Morgue” to “Raiders of the Lost 
Muppet”. This year, submissions are 
running at a rate of more than 100 each 
week. 

The censors even sit through videos 
which have already been aired on British 
television or certified for British cinemas 
(and charge the distributors £2.30 a min- 
ute for doing so). According to the British 
Videogram Association, the BBFC’s 
charges are deterring the import of some 
foreign-language videos. A retailer may 
want just a handful of copies of a new 
Turkish film, say, to rent out to a- few 
families, but find that the censorship 
charges makes this uneconomic. 

Most videos are untouched. Just 6.4% 
of them were cut—four seconds out of 


sumably steamy “Aphrodite”. Some 16% 


cutions brought so far have been prompt- 








































Walt Disney’s “The Biscuit Eater” but 
nearly one-tenth of Vestron Video's pre- 


were classified for renting to adults only,” 
and one video qualified for showing only.” 
in specially-licensed sex shops and 
cinemas. 

Because videos must be suitable for 
viewing in the home (this concept has not 
yet been tested in the courts), the BBFC. 
admits that it is tougher on them than it is 
on cinema films. Five films which had not | 
been cut for the cinema were cut in their — 
video versions. Some types of violence-— 
the use of Asian rice flails or metal 
throwing-stars—are excluded from all 
videos because the BBFC does not want 
their use to catch on in Britain. So too are 
detailed depiction of some “criminal 
techniques”, such as lock-picking, the 
manufacture of dum-dum bullets and how 
to hack a bank cash-dispenser. 


But who else is watching? 
The BBFC has all these powers because 
Parliament passed a law—the Video Re- 
cordings Act—intended to stamp out 
“video nasties”. The video industry is 
learning to live with the act it so vigorous- 
ly opposed in 1984. In fact, all the prose- 


ed by the industry itself: it has found parts 
of the act to be an effective means of 
combating piracy. 

The real problem for Britain’s video 
distributors stems from the fact that six 
months or so after getting their video 
recorder (VCR), most people lose interest 
in getting videos to watch on it. Last year, 
Market & Opinion Research Internation- 
al found that only 28% of vcR-owners 
rent a film once a week or more. Trade is 
still buoyant, but that is because the 
number of homes with vcrs is still grow- 
ing. In the first quarter of 1986, the 
proportion of adults with a VCR in thei 
home rose to 44%. 

In the first flurry of enthusiasm, new 
VCR-owners rent or buy their old cinema 
favourites. But then they complain that 
no good new films are available. That 
may be because most new films produced 
by the big American studios are made to 
appeal to the 16-to-24-year-olds wh 
flock to cinemas. But it is not the 
youngsters who control VCR-viewing at 
home. 

What may eventually help the video 
trade in Britain is the growing penetration 
of vcrs in American homes. This year, 
several American studios think they will 
earn as much from video rentals as they 
do from the box office. That could mean 
more films being made with the older 
stay-at-home market in mind. So Bri 
ain’s censors may find welcome relief 
from chain-saw nasties and teenage sex- 
tomps. 








All dressed up and 


nowhere to: go 


On July 2nd, the Prince of Wales sent a 
message to an audience of businessmen 
and trade unionists gathered by the In- 
dustrial Society in the Royal Albert Hall 
in London. The message was brief and 
free of his familiar bromides about per- 
sonal enterprise. It comprised a six-point 
set of proposals worked out by his new 
secretary, Mr Rupert Fairfax, recruited 
from Hanson Trust to advise on such 
matters, Big firms, said the Prince, should 
devote 1% of pre-tax profits to “local 
community enterprise initiatives and 
charities”. They should buy locally from 
small companies and pay their bills 
promptly. They should offer premises at 
peppercorn rents and lend staff to local 
small businesses. The conquest of unem- 
ployment would come about through the 
efforts of the small entrepreneur. 

The Prince's ideas were not particularly 
novel. They were born of the small-is- 
beautiful economist, E. F. Schumacher, 
out of a fascination with all things Ameri- 
can. But they were coherent, practical 
and offered to an important gathering of 
industrial leaders. Yet the president of 
the Industrial Society, Sir David Plastow, 
could be gently dismissive. Of the 1% 
proposal, he said: “We shall obviously 
consider it.” Princes, he seemed to imply, 
will have their little eccentricities. 


Always a rotten job 

The ideas now being put forward by 
Prince Charles on a wide range of public 
issues are mostly of a sort that might 
emanate from any aspiring politician. But 
coming from the heir to the throne, they 
inevitably invite confusion. By whose 
leave does he advocate policies which are 
properly the concern of governments and 
industrial leaders? Behind the publicity 
value of his position, is there any power— 
or is he just another “personality”, pon- 
tificating on subjects about which he 
knows little? 

Princes of Wales have notoriously rot- 
ten jobs and the present one loses no 
opportunity to say so. His three predeces- 
sors, the future Edward VII, George V 
and Edward VIII, were emotionally 


52 


warped by the experience, and two 
caused their families and their country 
acute embarrassment. Matrimony was a 
recurring problem, and even where this 
was resolved, there remained the ques- 
tion of how to kill time until the relevant 
parent died. It is hardly surprising that 
bored and frustrated heirs to the throne 
have traditionally broken loose. Most 
ministers have longed to dump them in a 
deep freeze, to be brought out only at 
coronation time. 

Prince Charles was programmed from 
birth to avoid these hazards. He was the 
first Prince of Wales to be given a conven- 
tional middle-class schooling, his parents 
aware of the disaster that private tutoring 
had proved in the past. They chose Gor- 
donstoun, imbued with the muscular 
metaphysics of its founder, Kurt Hahn, 
followed by cloistered Trinity, Cam- 
bridge, rather than Eton and the raucous 
radicalism of 1960s Oxford. As Prince 
Philip said in 1956, the principle was not 
to impose on him a false normality but to 
avoid the isolation which had blighted the 
lives of his predecessors. 

As far as it went, the strategy was a 
success. It has produced a man sensible, 
conservative and respectful of established 
institutions. He loyally did his stint in the 
armed forces, married respectably and 
(unlike his sister) has carefully avoided 
public rumpuses. Kurt Hahn’s insistence 
on character-building through physical 
fitness—a fusion of German gymnasium 
and English public school—was an anti- 
dote to the cosseting of Buckingham 
Palace. It instilled into Prince Charles a 
belief in individual initiative which re- 
mains the biggest single influence on his 
political outlook. 

Yet Hahn also instilled the importance 
of achievement through personal chal- 
lenge. This could hardly have been a 
worse preparation for the life of inert 
frustration and puppetry to which British 
heirs to the throne are expected to devote 
their prime of life. No constitutional 
forms surround a Prince of Wales. He is 
an understudy, no more, no less. Given 
the longevity of his grandmother, Prince 





Just waiting 


Charles is unlikely to succeed to the 
throne until he is past retirement age. In 
1977, he became a Privy Councillor and 
began to see a selection of cabinet papers. 
But he has no part in the traditional 
monarchical right “to be consulted, to 
encourage and to warn”. Short of re- 
nouncing the succession or otherwise pre- 
cipitating a crisis with his mother, his 
entire career is at the mercy of those 
whom Prince Charles and his circle refer 
to merely as “them”: the Queen’s private 
secretary (currently Sir William Hesel-- 
tine), her press+ officer, a handful o 
senior courtiers and “murmurs” down the 
line from the prime minister's private 
secretary in Downing Street. 

“They” set the horizon of Prince 
Charles’s ambition, and that of other 
members of the royal family. Since he left 
the navy in 1976, he has had no real job 
and feels Downing Street and Bucking- 
ham Palace nervously pulling the reins 
back on anything he says or does. (They 
did the same to his father who chaired a 
recent housing inquiry which said the 
politically unspeakable: that tax relief on 
mortgage interest should go. That was 
excused on the bizarre ground that con- 
sorts can enjoy more licence than heirs to 
the throne.) 

At 37, Prince Charles knows his con- 
temporaries are meeting the challenge of 
senior executive jobs, setting the frame- 
work for their lives and disposing their 
income at will. They are, as Hahn would 
have said, self-reliant and having to prove 


THE ECONOMIST JULY 19 1986 


. 


Doing the Wenceslas act 


ulemselves. Prince Charles views them 
with envy. The range of activities at 
present permitted him falls into just three 
categories: 
@ Heir to throne: purely ceremonial, 
involving almost continual dressing up, 
shaking hands, making quotable but 
bland asides and generally dignifying oc- 
casions by his presence. 
@ Super-diplomat: travelling abroad, 
keeping the Commonwealth happy, 
boosting British exports. The “Charles 
and Di Show” has become a global spec- 
tacular, ranking with summit conferences 
and World Cups. The recent trip to 
Washington and Japan outshone that of 
any other visitor. Yet it is almost impossi- 
ble to put a value on such diplomacy. 
Security dominates every step. When 
Prince Charles pleaded to be shown poor 
parts of Washington last year, he was 
“mply told, no. The visit was said to have 
een worth $500m in exports, but such 
ngures are wild guesses. The British gov- 
ernment has no idea how best to exploit 
this particular asset, politically or 
commercially. 
@ King Wenceslas: the Prince of Wales as 
social worker is considered acceptable 
just as long as that does not imply there 
are shortcomings in government policy. 
He carefully directs the Prince’s Trust, 
and the Queen's Jubilee Trusts which he 
chairs, towards helping individuals rather 
than ideas or large organisations. The 
Prince’s Trust is his creation, designed to 
foster personal initiative among the 
young, along Hahn lines. 

These three occupations, in “their” 
view, should at least keep him busy. They 
do, but they are hardly challenging, and 
in recent years Prince Charles has deliber- 
ately added a fourth: public gadfly. Here- 
in lie the seeds of conflict. A Prince 
Charles speech is normally a lightweight 
construct of random observations and 
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clichés. He writes it himself, usually on 
the basis of notes submitted either by the 
organisers of the relevant occasion or by 
one of his secretaries. It is likely to be 
short on facts and figures, and shorter on 
sustained argument: “I can never remem- 
ber statistics, but I believe...” is a 
regular admission which reveals the ab- 
sence of speechwriters or research staff. 
Probably no public figure in the world 
must make so many speeches with such 
little back-up. Yet where his father would 
toss out catchy phrases on wildlife conser- 
vation or the need for industry to “pull its 
finger out”, Prince Charles is beginning 
to push out ideas which, when knitted 
together, border on a coherent, and po- 
tentially controversial, philosophy. 


Contrast Thatcherism 

Thus the individual must be sustained in 
the struggle against the state. Small insti- 
tutions must be helped against big ones. 
In contrast to the tenets of conventional 
Thatcherism, Prince Charles's philosophy 
requires active governmental interven- 
tion, especially in the two areas which the 
Prince has made his special concern—the 
environment, and industry and employ- 
ment. In both, he relies on Schumacher 
and Hahn, on commercial enterprise aris- 
ing from personal initiative. Both con- 
cepts require co-operation between pub- 
lic and private sectors, another relentless 
princely theme. People cannot be left to 
“stand on their own feet”, any more than 
they should be stripped of personal re- 
sponsibility by a socialist bureaucracy. A 
partnership is required, collaborative, 
consensual, non-ideological. 

In the past two years, these ideas have 
been specifically applied to the inner city. 
As he traipses round dossers’ haunts and 
unemployment black spots in Soho, Glas- 
gow and Handsworth, the Prince’s lan- 
guage is carefully “motherhood”. But his 


concern vividly recalls that of his prede- 
cessor, the future Edward VIII, after his 
visit to the unemployed in South Wales in 
1936. He is scrupulous to avoid the lat- 
ter’s controversial request that “‘some- 
thing must be done to find them work”, 
but the whole thrust of his visits and 
speeches is an echo of that phrase, and it 
irritates government ministers. He has 
made no balancing speech, say, praising 
Britain’s economic progress since 1979. 
Everything must be in code. **So much 
talent wasted”, he told the unemployed in 
South Shields in February. “It would be 
encouraging”, he told the Institute of 
Directors last year, “if we could see a 
more coherent approach to inner-city 
problems through the programmes of the 
Departments of Environment, Trade and 
Industry and the Manpower Services 
Commission.” He has called for a relax- 
ation of zoning regulations; for public 
authorities to release land at peppercorn 
rents; for joint projects between local 
councils and businesses; for more money 
for “pump-priming”; for the ending of 
VAT on building repairs; for retaining 
home-improvement grants. 


Conservative iconoclast 

Time and again, he cites American exam- 
ples against Britain. In America, enter- 
prise flourishes as against a “completely 
different culture” in Britain. There, the 
public and private sectors work together, 
without “complicated bureaucratic or- 
ganisations and committees to tell every- 
body what they ought to be doing”. His 
concentration on inner-city regeneration 
has led him ever nearer the political bone. 
His highly popular intervention in the 
Mansion House and Trafalgar Square 
planning controversies in May 1984 made 
it almost impossible for the secretary of 
state at the time, Mr Patrick Jenkin, to 
approve the criticised projects. His es- 
pousal of Mr Rod Hackney’s “community 
architecture” effectively silenced the con- 
tempt for such work among many local- 
government architects. 

In addition, the Prince has attacked 
government failure to protect “wetlands, 
moorlands and hedgerows”. The reputa- 
tion of British medicine is now “in danger 
of being prejudiced through lack of ade- 
quate resources”. Always the emphasis is 
anti-bureaucratic, individualistic and im- 
plicitly critical of the present government. 
Sometimes the cry is particularly heart- 
felt. The Prince’s conservative habits and 
appearance conceal a testy iconoclasm. 
His enthusiasm for homoeopathy led him 
to attack the doctors’ “ingrained suspi- 
cion and outright hostility towards any- 
thing unorthodox”. He is strongly anti- 
union, yet for industrial democracy. He 
has discussed proportional representation 
with Dr David Owen and is keen on 
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parliamentary reform. He is a natural 
coalitionist. 

There is no doubt where on the politi- 
cal spectrum Prince Charles would find 
himself most at home. While the Queen is 
an instinctive Tory, her son would seem a 
mainline Social Democrat, a clear chip off 
Dr Owen’s block. He is careful to avoid 
the central issues of party politics, eco- 
nomics, foreign and defence policy. But 
the meatier parts of his speeches might 
have been lifted from an spP manifesto. 

This is hardly surprising. A young man 
educated to concern himself with public 
affairs, a Privy Councillor who receives 
cabinet papers and converses daily with 
politicians, an activist touring the country 
and eager for something to do, is bound 
to react against the existing order. Strong- 
ly anti-socialist, Prince Charles naturally 
tends towards the progressive middle 
ground vacated to the Alliance by Mrs 
Thatcher and her wing of the Conserva- 
tive party. Thus motivated, he has es- 
chewed the political forum of which he is 
already a member, the House of Lords, 
and begun tossing out policy ideas with 
the enthusiasm of a think tank, albeit one 
short of resources. 


Wanted: a prince’s private office 

Prince Charles's private secretaries, first 
Sir David Checketts, then Mr Edward 
Adeane (descendant of two royal secre- 
taries), were widely seen as agents of the 
Buckingham Palace establishment, their 
task being to keep him happy, in line and 
out of trouble. Apart from military equer- 
ries to organise his engagements, Prince 
Charles had to rely on the Queen’s staff 
for everything, including political and 
press liaison. He did not have so much as 
his own filing system. Even today, his and 
Princess Diana’s press officer comes un- 
der the Queen’s press officer, Mr Michael 
Shea. 

In the past five years a private office of 
sorts has grown up for the Prince. His 
new secretary, Sir John Riddell, is neither 
courtier nor soldier, but an easy-going 
banker more inclined than his predeces- 
sors to see the Prince’s side of things. Mr 
David Roycroft was seconded from the 
Foreign Office to help plan engagements. 
More recently, Mr Rupert Fairfax arrived 
to help develop the Prince’s involvement 
in industry, notably through Business in 
the Community. The late Sir John Higgs, 
who went from academic life to run the 
Duchy of Cornwall in 1981, was also an 
adviser and mentor on environmental 
matters until his sudden death this year. 
He was crucial in ordering the Prince’s 
finances and has yet to be replaced. 

The Prince of Wales enjoys one discre- 
tion not available to his parents or close 
relations. He receives no Civil List in- 
come, relying instead on the revenues of 


the Duchy of Cornwall less the 25% of 
profit paid to the Treasury in lieu of tax. 
It is a payment he frankly begrudges, 
since he would rather dispense it through 
his trusts than through the Exchequer 
(who wouldn’t?). He is thus freer of the 
rigid Civil List cash limits than other 
members of the royal family, but has yet 
to show much ingenuity in turning this 
discretion to advantage. His new appoint- 
ments, supported by a dozen personal 
staff and equerries, have begun to devel- 
op a team spirit of their own, distinct 
from (though still located within) Buck- 
ingham Palace. They seem certain to 





He didn't enjoy it much, either 


come into growing conflict with the Pal- 
ace. Yet, though they might be sufficient 
for a ceremonial role, they remain pitiful- 
ly weak for the wider ambition that the 
Prince now sees for himself. 

The Prince’s aversion to the civil ser- 
vice leaves him bereft of Whitehall 
“street wisdom” and the policy co-ordi- 
nation this could supply. It is not surpris- 
ing that his speeches, which are unvetted 
and mostly under-researched, cause 
hearts to miss a beat in Buckingham 
Palace and Downing Street. What if he 
began campaigning against Trident 
(which he might) or against student loans 
or for a £12 billion public-sector borrow- 


ing requirement? 

The answer is, nobody knows and no- 
body knows if it really matters. It is clear 
that the heir to the throne cannot reason- 
ably expect to hold down a normal execu- 
tive job, whether challenging or not. Too 
much of his time goes on ceremonial 
duties. Nor is there evidence as yet that 
he has the aptitude—or capacity for mak- 
ing enemies—that executive tasks often 
entail. This must even apply to the sort of 
job he craves, such as “sorting out” some 
aspect of inner city problems. Others are 
elected and paid to keep the royal family 
out of executive politics. 

Yet that does not mean that the Prince 
must remain above controversy. He is in 
an excellent position to exert influence 
without any of the responsibilities of 
power—which is precisely why govern- 
ment and Palace are so nervous of him. 
He is well educated and intelligent. H 
has unrivalled access to every corner oi 
British society, however grim, and seems 
determined to make use of it. He has 
strong opinions. When they are unavoid- 
ably party political, they fortunately fall 
into the soggier Liberal/spP point on the 
political spectrum where “protest votes” 
tend to congregate. In this position, he is 
well placed quite simply to be an “influ- 
ence”. He can knock heads together—as 
he has done between police and black 
youths he meets on his rounds. He can 
ridicule professional pomposity and 
conservatism. 

Prince Charles is well aware that the 
press and the public could ignore his 
interventions or dismiss them as eccen- 
tric. He is thus in the same position as any 
“elder statesman” or the holder of any 
office of dignity. His influence is in direct 
proportion to the care and intelligence 
with which he exerts it. 

Probably his greatest inhibition is h 
own upbringing. He is as wedded to 
hereditary monarchy as his mother. 
Though he may battle daily with “them”, 
neither he nor they have any clearer 
vision of a way forward than have the 
Royal households since time immemori- 
al. His loyalty to the Crown makes him 
reluctant to say “Boo” too loudly to 
anybody. He is one of the most politically 
concerned of Europe’s actual or potential 
monarchs, but he still lacks the self- 
confidence of, say, the Dutch Queen 
Beatrix. 

Yet he may have 30 years to go before 
he gets the job for which he has been 
trained since birth. Even if he gradually 
“comes out” of his present Social Demo- 
crat closet, it is hardly likely to bring the 
British constitution down about his ears. 
A bit of Kurt Hahn initiative and enter- 
prise would seem to be in order. The 
British public likes its royals to speak 
their minds. 
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President Mitterrand stalled the 
French government's privatisation 
programme because he was 
dissatisfied with the safeguards 
against foreign ownership. To 
overcome the veto, Jacques Chirac, 
the prime minister, planned to rush a 
bill through parliament that puts a 
15% ceiling on foreign holdings in 
any privatised company. 


Rainbow Warrior affair. 



















Oklahoma's second biggest bank, 
First National Bank of Oklahoma 
City, went under, hit by its 
overlending to energy companies. 


Talks opened to thrash out the 
details of an IMF standby credit of up 
to $500m for the Philippines. 


Russia and Britain agreed on a £45m 

fund to settle pre-revolutionary 

claims by British citizens on Tsarist 

bonds. Is Russia getting ready to tap 
the Eurobond market? 


Space shuttle flights will not resume 
before 1988, NASA said. 


Standard Chartered successfully 
repulsed a £1.3 billion takeover bid 
from Lloyds Bank. But none of its 
three main rescuers—Hongkong’s 
Yue-Kong Pao, Australia’s Robert 
-Holmes à Court and Malaysia’s Tan 
Sri Khoo Teck Puat—is renowned as 
a philanthropist. 


‘May Department Store bought 
Associated Dry Goods for $2.6 billion 
to create America’s fourth largest 
retailing group. 


Travelers Corporation, an American 





insurer, is buying Dillon Read, a pam ape 4go 600 800 +000 

-New York investment bank, for sere] G2) 

$157m. 7 Estimated value of 
UK management 


Taiwan, America’s biggest supplier buy-outs 
of cloth and clothes, agreed to 
restrict severely growth in its textile 
exports to the United States over the 


next two years. 
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Sowece -Centre for Management Buy-out 
Nottingham University 


dreland vetoed EEC proposals to set 
quotas for imports of New Zealand 
butter in 1987 and 1988. France had 
lifted its objection to the import of the 
butter in negotiating the release of its 
secret agents involved in the 


A:study calculated that the value of 
management buyouts in Britain 
increased from £255m in 1984 to 
£930m in 1985. 























Corporate scorecard 
Net % change % change 
profit oncomp Sales on comp 
Company Period $m* period** $m* period** Comment 
Apple Computer N Jun 27 121 +211 1,390 -7 — The Silicon Valie personal computer maker has bounced back 
under the leadership of John Sculley. 
| Broken Hill Y-Mar 31 690 +34 5,930 +20 Australia’s largest com is the first in that country ever to ` 
‘Proprietary make profits of more than A$1 billion, despite the poor showing of _ 
its petroleum operation in the final quarter. 3 
“C.ltoh Y Mar 31 84 +42 71,920 +9 The Japanese trading house managed to boost its overseas _ 
l sales by 12.4% despite a strengthening yen. : 
Honda Motor Q May 31 165 -37 4,050 ~4 The impact of endaka—the strong yen—was blamed tor this. | 
sudden decline. 
IBM H Jun 30 2,320 ~3 22,400 +6 = The. computer giant has not performed as well as competitors like 
Burroughs and NCR. The result depressed the stockmarket. ; 
Japan Air Lines Y Mar 31 (18) t 4,180 nil me flag carrier has been harmed by the crash of one of its 7478 
ast year, f 
Northrop H Jun 30 62 ~55 2,700 +16 The military aerospace group's profits: were down 75% in the. 
second quarter, . result of start-up costs on some new 
i : , classified contracts: J 
Pfizer HJun 30 325 - +14 2,150 +10 The American pharmaceuticals group said the weaker dollar a 








Mitchell Kapor, the founder of Lotus 
Development, one of the world’s 
largest software houses, resigned. 


The IMF reached tentative agreement 
with Mexico on debt relief and 
economic restructuring. 


Mexico prepared an application to 
join the GATT. China applied formally 
to join the GATT, too. 


Norway is seeking $500m on the 
international bond market—its first 
offering since 1979. 


PepsiCo, which was forbidden to 
buy the whole of Seven-Up by 
America's trustbusters, has bought 
just its international operations, for 
$246m. 


Ford of Britain decided to invest 
£45m to beef up production of 
vehicle components. 


The MBB aerospace company got 
West Germany's first order from the 
American star-wars project, a $4m 
contract to design experiments for 
sensing devices. 


The Reagan administration alleged 
that Japanese food import quotas 
were violating GATT trade rules. 
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Economic and financial indicators 


are on pages 91-92. 





boosted its sales overseas. 





ENS Year ended. N = Nine months ended, H = Hait-year ended. Q = Quarter ended, {} = Loss. “Converted at average exchange rates: “*Based on local currency figures. ¢ = Protti -| 


__ previous period. 











BANK Reports 





1985: BRISK 
AND SUCCESSFUL 


swum Balanced growth in all sectors - 1985 was.a particularly successful year for BHF-BANK, 
Germany’s Merchant Bank. Achieving sound growth in all major.areas of activity, both domestically 
and internationally, the BHF-BANK Group increased business volume to nearly DM 30 billion. 
The Bank raised its balance sheet total by 10.4% to DM 12.7 billion. 


mea Substantial rise in earnings - Profitability exceeded the high level attained in 1984. Partial 
operating profit, which excludes earnings from own-account trading in securities and foreign 
exchange, rose by 13.5%. Overall net profit was notably higher. Net interest income advanced 11.2%. 
Fee income grew 19% thanks largely to significant gains in securities trading as well as new. issue 
business. i 


Shareholders’ Equity in DM million. Total Dividend Payment in DM million 














sum International business up considerably - BHF-BANK further expanded its international 
market position in 1985, especially in trade-related financings, stock exchange transactions, securities 
trading and international fund-raising operations. Contributing materially to the Bank’s excellent 
performance were the New York and Tokyo branches as well as a new branch opened at mid-year 
in Singapore. 





mums Equity base increased ~ The year’s results enabled BHF-BANK to raise its dividend from 
DM 10.50 to DM 12- per share and again strengthen its reserves. The Bank’s capital and reserves 
have now reached more than 6.5% of the balance sheet total. Moreover, the Group has increased its 
equity capital to DM 1 billion. Combining a broad range of merchant banking capabilities, a highly 
motivated professional staff, and a strong capital base, BHF-BANK is well positioned for future. 
expansion and development. 

A copy of the 1985 Annual 


ees BHF-BANK éermanys 


request. BERLINER HANDELS- UND FRANKFURTER BANK Merchant Bank — 


HEAD OFFICE: Bockenheimer Landstrasse 10, D-6000 Frankfurt 1, Telephone: (069) 7180, Telex: 411026 (general). Yetecopy: (069) 718-2296 
BRANCHES: New York. - -Grand Cayman». Singapore - Tokyo. SUBSIDIARIES: Luxembourg -` Jersey. New York: - Zurich 
REP OFFICES: Bogotá - Hong Kong - Johannesburg - London- Los Angeles Madrid - New York - Rio de Janeiro.: Singapore. Tehran - Tokyo 
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Big Oil peers into the abyss 


Bad news in the pipeline 


Oil prices are falling so far that oil compa- 
nies are starting to run out of ways of 
pretending that it is not a disaster for 
them. This month, for the second time 
is year, oil has fallen below $10 a barrel. 
ough prices in America are still higher, 
goes of North Sea oil have traded 
recently for as little as $8 a barrel. 

Many oilmen fear that the spot price 
could drop further, OPEC’s continuing 
overproduction, its failure to agree a new 
set of production quotas at successive 
meetings, and extensive restocking by 
consumers in the second quarter of the 
year have contrived to leave a surplus of 
1m-2m barrels a day overhanging the 
market. Market sentiment, too, is much 
weaker after the way the $10 “resistance 
point” has collapsed without so much as a 
fight. 
If the oil price remains in single figures, 
large swathes of the oil industry will be in 
serious financial trouble. Scores of com- 
panies, including several famous ones, 
will lose money. Some could go bust. The 
companies are having to work harder 
than ever to maintain the confidence of 
their bankers, investors and those em- 
ployees they have not already fired. 
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When oil was trading at $15-20 a barrel, 
oilmen comforted themselves with the 
thought that prices would need to sink to 
$5-8 a barrel before high-cost production 
in the North Sea or Alaska would have to 
be shut down. The possibility that many 
developments in these areas will no long- 
er be generating enough revenue even to 
cover the marginal cost of continued 


The year so far 


Sources: Salomon Brothers, Datastream 


operation is beginning to make nerves 
jangle. According to Smith New Court, a 
London brokerage firm, if oil prices re- 
main below $10 a barrel, only five of the 
13 quoted oil companies on the London 
stockmarket (BP, Shell, Burmah, Ultra- 
mar and Imperial Continental Gas) will 
be making a profit. 

Many oil men are much gloomier in 
private than they can afford to be in 
public. Though poor, the second quarter 
results that the big American oil compa- 
nies are due to publish in the second half 
of July will not reveal the full extent of the 
damage caused by the latest price col- 
lapse. The prices realised on the oil they 
produced in the second quarter averaged 
around $13 a barrel, compared with about 
$19 a barrel in the first quarter. 

Nearly every large oil company has told 
its shareholders that profits will be sharp- 
ly down on both the first quarter of this 
year and on the second quarter of last 
year. The fact that some, like Atlantic 
Richfield, took big write-offs in 1985 will, 
however, make the trend of earnings less 
clear. Goldman Sachs, an American in- 
vestment bank, calculated in June that 
with an average oil price of $15 a barrel 
over 1986 as a whole, earnings of the six 
biggest international oil companies (Ex- 
xon, Shell, BP, Mobil, Chevron and Tex- 
aco) would drop by 39% this year, and 
those of America’s domestic oil compa- 
nies by 55%. Goldman Sachs expects to 
reduce these estimates yet again. 

Phillips Petroleum is the only top 
American oil company that analysts ex- 
pect to announce a loss in the second 
quarter, but half the rest could do so in 
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Jan 3 1986=100 
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the third quarter if oil prices do not rise 
again soon. As in the first quarter, com- 
panies strong in refining and marketing 
will suffer least; those with only explora- 
tion and production interests the most. 

The American companies’ second- 
quarter figures could turn out to be better 
than expected. Their refining and mar- 
keting margins held up better than many 
thought they would (though they are now 
weakening again), and finance directors 
in the oil industry are no different from 
any others. They have a preference for 
packing most of the bad news into which- 
ever quarter they expect to be the worst 
of the year. The way prices are going, this 
will no longer be the second quarter (as 
they first thought) but the third. 

Profit is no longer today’s main preoc- 
cupation for either management or share- 
holders in the oil business. Cash flow, 
liquidity and the health of the balance 
sheet are the key measures. As the oil 
price slides, managements are progres- 
sively tightening the screw on both over- 
heads and capital spending. According to 
Salomon Brothers, another New York 
investment bank, the big international oil 
companies intend to slash their explora- 
tion and production spending in the Unit- 
ed States by 40% this year. Independent 
American oil companies (ie, those with- 
out any downstream interests) plan to 
hack theirs by nearly 50% (see chart on 
previous page). When Salomon Brothers 
did a similar survey in December 1985, 
6% of the international oil companies and 
7% of the independent American oil 
companies intended to reduce their 
spending. 

On stockmarkets, investors have been 
moving their money out of highly geared 
integrated companies and highly exposed 
exploration and production companies 
into the financially stronger, high-yield- 
ing giants (such as Exxon, Shell and BP). 
They have not so far rushed out of this 
sector which traditionally sells on a lower 
earnings multiple and higher yield than 
the market as a whole. But if oil stays 
below $10 a barrel, the dividends which 
support those yields will come under 
pressure, even for an Exxon or Shell. 
Some are feeling the pressure already: 
Atlantic Richfield told analysts in April 
that, if oil prices stayed at $15 a barrel, it 
would have to borrow in order to main- 
tain its dividend this year and next. 

Even in such dismal circumstances, 
some oilmen refuse to despair. Shell 
thinks that the further prices fall now the 
quicker and further they will rebound 
later. Companies with strong financial 
resources can see offsetting advantages 
even from sub-$10-a-barrel oil. Product 
sales, they say, should pick up as demand 
revives, and assets should be available at 
bargain prices. 


Inconvénienced 
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On July 15th, a white cross on a red 
background ceased to be a flag of conve- 
nience. Switzerland’s parliament ap- 
proved a new law tightening rules on 
ship registration. This represented the 
federal government's first acknowledg- 
ment in years that landlocked Switzer- 
land has a sizeable fleet—350 tugs and 
barges which ply the Rhine and 34 mer- 
chant ships on the high seas. 

Only river boats could use Switzerland 
asa flag of convenience. (For an ocean- 
going s ~ to be registered in Switzer- 
land, 75% of the ship must be owned by 
Swiss citizens, and 50% by Swiss resi- 





Software 
The Lotus position 


BOSTON 





Lotus Development is one of those busi- 
ness successes that seem peculiar to 
America. Started in 1982 by the then 31- 
year-old Mr Mitchell Kapor and a few 
colleagues in a basement in Cambridge, 
Massachusetts, it had grown by last year 
to sales of $225m and net profits of $38m. 

Mr Kapor resigned as chairman on July 
lith, ostensibly to let others have a go. 
He remains a director and the company’s 
largest shareholder, with 11% of the 
stock. Mr Jim Manzi, the 35-year-old 
president brought in by Mr Kapor, takes 
over as chairman. Business, say all con- 
cerned, will go on as normal—which 
means battling hard to maintain Lotus’s 
record of success. 

Lotus has been built on a single soft- 
ware package called 1-2-3, of which it has 
sold 1.5m copies. Designed to be used on 
IBM personal computers, 1-2-3 is an elec- 
tronic spreadsheet, on which accountants 
and financial analysts can massage num- 
bers quickly and easily. More than half of 
the American spreadsheet market is still 
held by 1-2-3, but the company’s manag- 
ers cannot count on finding new block- 
busters to provide future growth. 
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dents.) Dutch owner-captains found the 
Basle registry particularly convenient. 
Half the 350 river boats now flying the 
white cross are expected to disappear 
from the registry in the next few years. 
Switzerland stands to lose SFr500,000 
($284,000) a year in taxes, but thinks it 
worthwhile to restore the image of Swiss 
sailors—an image besmirched by foreign 
buccaneers waving Swiss flags 

The Swiss sailors have more to worry 
about than their reputation. They now 
transport only 20% of Switzerland’s 
trade, compared with nearly 30% a gen- 
eration ago. The shipping companies 
complain less about unfair competition 
from road transport than from the rail- 
ways. West Germany’s Bundesbahn, 
they claim, has cut rates along the 
Rhine, where it competes with ships. 

A looming threat is the Rhine-Main- 
Danube canal connection. Its last sec- 
tion, in Bavaria, is due for completion in 
1992. It raises the spectre of cheap East 
European competition for the Swiss sail- 
ors. The 1868 Mannheim Act on Rhine 
shipping acquired an additional protocol 
in 1979, which was supposed to assure 
freedom of navigation on the Rhine only 
for the signatory countries. But it will be 
difficult to keep Romanians or Hungar- 
ians off for long. When there is already 
an estimated overcapacity of 15-20%, 
that is not a happy prospect. 


Lotus has developed other new prod- 
ucts, like Symphony, which adds word 
processing and other features to 1-2-3, 
and Jazz, which does similar things for 
users of Apple’s Macintosh computer. 
But none has joined 1-2-3 in the software 
stratosphere, partly because life has be- 
come harder for salesmen in the software 
business. Growth in American personal 
computer software sales has slowed to 2 
25% a year (it averaged around 100% 
year in Lotus’s early days). Competitors 


Mitchell Kapor, 3-2-1-blast-off 
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America prods the sluggards 


cutting interece waiting for Japan and West Germany t take the lead in 
cutting interest rates, has alone. Its decision carries 


a serious 


message for the world’s second and third biggest economies: grow faster 
or face the consequences of a weaker dollar 


The latest cut in America’s discount 
rate—from 64% to 6%—was the fourth 
since December. It is unlikely to be the 
last. The American economy is flagging: 
GNP grew at a seemingly respectable 
annual rate of 2.9% in the first quarter, 
but this was partly a statistical quirk as 
more than the whole of the rise was 
accounted for by stockbuilding. The sec- 
ond-quarter figures, due on July 22nd, 
are expected to be much weaker—indus- 
trial production fell at an annual rate of 
2.8% during the quarter. The long-her- 
alded bounce-back in the second half is 
looking increasingly elusive. 

In trimming interest rates, the Federal 
Reserve is also motivated by a desire to 
put pressure on America’s trading part- 
ners to stimulate their own economies, 
boost world growth and narrow Ameri- 
ca’s trade gap. America has grown impa- 
tient waiting for Japan and West Germa- 
ny to agree on a co-ordinated reduction 
in interest rates. By going it alone, it is 
serving notice on other countries that if 
they fail to respond with interest-rate 
cuts or fiscal reflation, it is prepared to 
let the dollar slide further. This would 

e life even more uncomfortable for 
West German and Japanese exporters. 

Before the Fed made its move, both 
the Bank of Japan and the Bundesbank 
had rejected a cut in interest rates. The 
sluggishness of both the economies they 
watch over, with declines in real GNP in 
the first quarter, suggests a strong case 
for calling on them to loosen their mone- 
tary reins. America’s demand for lower 
interest rates is increasingly being ech- 
oed in Japan where the strength of the 
yen is taking a heavy toll on industry (see 
page 60). A token cut of half a percent- 
age point in Japan’s discount rate could 
therefore follow soon. 

The West Germans could prove more 
obstinate. Their government is confident 
that real GNP growth will reach at least 
3% in 1986. The OECD agrees: its latest 
report on the West German economy 
put growth at 34% in 1986 and 3% in 
1987. That will be fuelled by domestic 
demand, not exports—the OECD reckons 
domestic demand will expand by 4-4}% 
in 1986 and 1987. 

The historical low level of discount 
rates in West Germany and Japan—both 
currently at 34%—is another obstacle to 
much lower interest rates. For Japan, 
34% is a postwar low. West Germany has 
only once had a discount rate lower than 
3%—briefly in 1959. 

Real interest rates still look high. But 
are they being measured wrongly? As 
the Bundesbank notes, the consumer- 
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price index currently underestimates the 
underlying rate of inflation. If the GNP 
deflator—which excludes import prices 
—is used, real interest rates look much 
lower. In West Germany, for example, 
real short-term interest rates stand at 
only 2% by this measure. So the scope 
for promoting faster growth by monetary 
means is limited. Fiscal policy will also 
have to play a role. 

The yen and the D-mark have both 
risen by more than 60% against the 
dollar since February 1985, yet Ameri- 
ca’s trade deficit and Japan’s and West 
Germany's surpluses continue to mount. 
The volume of trade is moving in the 
“right” direction, but this is being offset 
by swings in the terms of trade. Chart 1 
shows how the ratio of the volume of 
exports to imports has fallen in both 
Japan and West Germany this year; but, 
because import prices have fallen sharp- 
ly, their surpluses have embarrassingly 
continued to rise in dollar terms. 


Industrial production % change ona year ago 
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The switch in exchange rates will even- 
tually eat into America’s deficit and 
hence Japan’s surplus, but it will not by 
itself eliminate them. America and its 
trading partners remain split over what 
further action is needed. America wants 
the rest of the world to grow faster; 
Japan and West Germany want a big cut 
in America’s budget deficit. 


In Japan’s defence 

Japan is defended by Mr Shafiqul Islam 
of the Institute for International Eco- 
nomics in Washington. He dismisses the 
popular view that Japan’s trade surplus is 
large because the country saves too 
much. Instead, he says that America’s 
budgetary profligacy, which fuelled the 
dollar's rise, is to blame; and the solution 
to Japan's surplus lies in Washington, 
not Tokyo. 

He finds support for his thesis in the 
shifts in America’s and Japan’s bilateral 
trade balances with other countries dur- 
ing the past four years. Chart 2 shows 
that the increase in America’s trade 
deficit took place across the board: its 
trade position deteriorated against all 
regions except OPEC. 

If the cause of Japan's widening trade 
surplus lay in Japan, economists would 
expect the increase to be spread evenly 
among its trading partners. It is not. The 
rise in Japan’s surplus with America 
accounts for three-quarters of the total 
increase and OPEC accounts for most of 
the rest. Its trade with the rest of the 
world shows no particular trend. 

This, Mr Islam says, suggests that the 
underlying cause of the imbalance lies in 
America, not Japan. The solution to 
Japan’s surplus is for America to cut its 
deficit, not for Japan to save less. 

He also claims that it is both natural 
and desirable for a high-saving industrial 
country like Japan to export capital and 
run a current-account surplus. This is 
what Britain did in the 40 years to 1913, 
and America in the 75 years to 1971. The 
argument is right, but unlikely to impress 
America’s protectionist lobbies. 


Trade balance* 












now abound where there were none 
before. 
Mr Manzi has several ideas to keep the 
bloom on Lotus. The company has in- 
creased spending on research and devel- 
opment from about $2m in 1983 to more 
than $21m this year. It has diversified, 
_ partly by buying smaller firms. Industry 
“insiders say Lotus is preparing a sophisti- 
cated word processor, among other new 
_ products.. 

Lotus also hopes to maintain growth 
and profits on 1-2-3 by producing new 
products that will extend its capabilities. 
The latest is the Application Connection. 
It links personal computers to main- 
frames so that managers can more easily 
use products like 1-2-3 to analyse corpo- 
rate data. Unlike 1-2-3, which is sold 
through retailers at a list price of about 
$500, the new software costs $30,000 for a 
basic package and Lotus will have to sell 




























Japanese electronics 





The worldwide slump in the semiconduc- 
tor industry is not the only thing hurting 
Japan’s electronics companies (see 
chart). The fall in demand for such con- 
sumer-electronics products as videotape 
recorders (VTRs) and some audio equip- 
ment is also proving painful. Price wars 
among the companies and the strength of 
the yen are hastening their search for 
cheaper production abroad. A clutch of 
recent announcements from consumer- 
electronics companies shows both the 
pain and possible remedies. 

Aiwa, Akai Electric and Sansui Elec- 
tric, three middle-ranking groups with 
‘well known brand names in western ex- 
‘port markets, are all shedding staff and 
losing plants in Japan. Aiwa, a pioneer 
f cassette-tape recorders, wants to axe 

































When the chips are down 
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Very Terrible Results 
















it direct to companies. 


As it widens its preduct range, Lotus is 
also expanding overseas. Foreign sales 
have grown faster than those in America, 
to account for 20% of all sales, compared 
with 8% in 1984. A strong performance in 
Europe helped to increase. Lotus’s total 
sales to $135.4m in the first half of this 
year, compared with $103.9m a year 
earlier. Japan comes next. This year, 
Lotus will market a Japanese-language 
version of 1-2-3 for the NEC personal 
computer, the local market leader. 

Not all of Lotus’s new ventures have 
proved successful. The company admits 
disappointment with sales of Signal, a 
program which allows 1-2-3 to receive up- 
to-the-minute share and. commodity 
prices via radio. Having paid $6.4m to 
acquire Signal’s inventor, Dataspeed, in 
1985, even Lotus can ill afford more such 
lacklustre launches. 


TOKYO 


700 of its 3,100 employees by the end of 
this month. It is closing one of its three 
factories in Japan and increasing produc- 
tion of audio systems, compact-disc (CD) 
players and vTRs at its Singapore plant, 
one of its two overseas factories (the 
other is in South Wales). In its current 
financial year, ending in November, 
Aiwa is likely to make a loss of almost Y4 
billion ($25m) on sales of Y65 billion, 
against a pre-tax profit of Y457m on sales 
of Y76.3 billion a‘year earlier. 

Akai, which has suffered from the 
slump in the audio and VTR markets and is 
being nursed by Mitsubishi Electric, plans 
to cut its 2,000-strong workforce in Japan 
by nearly one-third by next March. It is 
closing a factory and selling off its main 
plant in Tokyo. That will leave it with a 
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single Japanese plant, in Saitama. It is 
shifting its VTR production to Mitsubishi’s 
plant in Taiwan and will start making CD: 
players at its French subsidiary, which 
now produces vTRs. Akai plans to make 
60% of its VTRs. overseas. It hopes. this 
way to cut last year’s loss of Y6.7 billion 
by more than half. 

Sansui has already shed 350 workers, 
reducing its workforce in June to 1,100. It 
had tried earlier to diversify from main- 
stream audio components into car stereos 
but found that market had slumped too. 
Now it is increasing its investment in 
Radio Corporation of Taiwan, of which it 
currently owns 20%. It has also tied up 
with Douglas, an American company, to 
produce commercial videotapes. The ris- 
ing yen has hit Sansui especially hard 
because the company failed to cover 
forward its foreign-exchange require- 
ments. Losses for its current year al 
forecast to rise to Y5.5 billion on sales c. 
Y40 billion from Y1.1 billion on sales of 
Y47 billion a year earlier. 

It is not just the middle-sized or trou- 
bled firms that are continuing to shift 
production overseas. Fujitsu, Japan’s 
sixth biggest electronics company by 
sales, has just said that it will be investing 
in a Chinese factory in Sichuan province. 
It plans to export half the output of 
100,000 fridges a year to America and the 
Middie East. 

An alternative strategy for the big firms 
is to regulate the flow of new products on 
to the market, holding back the latest to 
prevent them destroying markets for ex- 
isting ones. This is happening with the 
latest digital way to record sound on tape. 
Were it to be marketed immediately, it 
would probably spell the end of CDs, the 
industry’s great hope. 

The yen, meanwhile, has appreciated 
by a further 12}% against the dollar sin 
March 31st, the end of the financial yeas 
for most Japanese electronics groups. 
And the Ministry of International Trade 
and Industry forecast this week that Ja- 
pan’s economy would probably grow by 
only 24% this year, against the govern- 
ment’s earlier prediction of 4%. 


Puma 


Into the public 
arena 


HERZOGENAURACH 


The tussles at Wimbledon and in the 
World Cup in Mexico are. nothing com 
pared with the battle between the twc 
West German firms, Adidas and Puma 
that make many of the sporting good: 
used by tennis and soccer stars. Bott 
companies are based in the small Bavar 


Brand-name Boris 


ian town of Herzogenaurach. They are 

n by cousins who rarely talk to one 
«uother. The Adidas cousin is Mr Horst 
Dassler, who, like his sisters, owns 20% 
of the company. The Puma cousin is Mr 
Armin Dassler, who holds 70% of the 
firm’s voting shares. 

For companies whose products are 
ubiquitous, Adidas and Puma are re- 
markably reticent about their businesses. 
But Puma, which prefers to talk about 
how Boris Becker has won Wimbledon 
two years running using Puma rackets, 
has decided to open up a bit by coming to 
the West German stockmarket. It is issu- 
ing 280,000 non-voting preference shares. 
Deutsche Bank, which is leading the 
flotation, reckons the sale will raise 
DM86.8m ($39.5m) for Puma by the time 
trading starts in Frankfurt and Munich on 
July 25th. 

In its prospectus, Puma says its 1985 
sales were DM1.8 billion, producing prof- 
* before tax of DM19m ($6.5m), up 

ym DM13m in 1984. So Adidas is ahead 
at least on turnover. Its estimated sales 
this year are DM4 billion. 

On December 31 1985, Puma had share 
capital and reserves of DM55m, up from 
DM33.3m the year before. Against that it 
had long-term debt of DM77.7m, up from 
DMS56.4m—one reason why the company 
has chosen to raise extra money on the 
stockmarket. Because of reduced sales in 
America and troubles with its newly- 
acquired distributor in Los Angeles, 
Puma has forecast a drop in 1986 profits. 
But it still hopes to pay a first dividend of 
DM9 per share. 

Competition from American and Asian 
sports shoe firms helped push Adidas into 
buying Pony, an American rival. It has 
also encouraged both West German firms 
to broaden their range of products. Adi- 
das ran ahead of Puma by branching out 
first from sports shoes into sports clothes. 
Now Puma is also trying to persuade 
amateur sportsmen that looking good is 
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as important as playing well. Textiles 
account for about 30% of its sales. 

Getting famous sportsmen and women 
to wear your goods in front of television 
cameras is expensive*—advertising usually 
accounts for around 3% of Puma’s turn- 
over—but the results can be spectacular. 
In 1985, the year of Boris Becker’s first 
Wimbledon triumph, Puma’s sales of ten- 
nis rackets in West Germany went from 
nearly nowhere to a third of the market. 
This year, the company is counting on 
more such victories. 


General Electric 
Turbines in a spin 


NEW YORK 


Mr John Welch, the chairman of General 
Electric (GE), has selected the American 
company’s old turbine business for his 
latest “restructuring”. The turbine divi- 
sion made a pre-tax loss of $30m in the 
first quarter of this year and its recent 
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hopes of breaking even by the end of 1986 
have been dashed. Turbines are piling up 
in GE’s and competitors’ warehouses 
around the world. Slow growth in elec- 
tricity consumption has made turbines 
wear out less quickly, and the fall in the 
oil price has shrunk GE’s markets in the 
Middle East. 

So 1,200 jobs, 15% of GE’s turbine 
workforce, will go—most of them by the 
end of this year. But turbines will remain 
one of the 15 “critical” businesses that Mr 
Welch has pinpointed to take GE into the 
next century, The company expects the 
turbine market to turn up again in the 
1990s. 

Mr Welch has put the 15 businesses 
into three groups, labelled core manufac- 
turing, technology and services. He wants 
GE to secure either top or second place in 
market share in all of these businesses. In 
pursuing this ambition, he has sold 190 
companies for $5.5 billion since he be- 
came chairman in 1981, most of them in 
heavy industry. For $10 billion, he has 
bought 70 technology and service compa- 


Bouncing with Reebok 


In America, where fit is fashionable, 
more and more yuppies are stepping out 
in Reebok sports shoes. Since 1983, 
when it had the inspiration to market the 
first shoe designed specifically for aero- 
bics, Reebok’s sales have grown more 
than 25-fold, to more than $300m. Prof- 
its, too, are sprinting ahead. The lion’s 
share of the money has gone to Pentland 
Industries, the British firm which fi- 
nanced Reebok’s growth. 

Reebok has been putting shoes on the 
feet of British runners since 1895. But 
the marque did not start its leap into the 
limelight until 1979, when Mr Paul Fire- 
man, a Boston businessman, licensed 
American rights to the Reebok brand 
name and designs. Despite modest suc- 
cess, Mr Fireman ran short of cash two 
years later. This gave Pentland a chance 
to proffer cash and years of experience in 
producing footwear in East Asia. 

Pentland bought 55% of Reebok USA 
for $78,000. By 1985, when shares in 
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Reebok were put up for sale on Ameri- 
ca’s over-the-counter market, the value 
of that stake had grown to $150m. To- 
day, Pentland’s Reebok shares are worth 
more than $600m, even though sales and 
dilution of its shares have cut its stake in 
the firm to 37%. 

Reebok and Pentland owe it all to the 
sudden passion of American women for 
bouncing up and down in time to music. 
Their aerobics shoe promptly captured 
70% of the market. Reebok has since 
used the momentum gained from aero- 
bics to take big chunks of the markets for 
tennis and training shoes. 

Reebok is now diversifying into bas- 
ketball shoes, children’s shoes (with the 
“Weebok” brand name) and sports 
clothing. By the end of 1986, it plans to 
launch a range of walking and other 
shoes. It has around $100m in cash with 
which to shop for smaller companies. 

In Britain, Pentland is also trying to 
make the most of its success. It holds the 
rights to the Reebok brand name outside 
America, and is busily trying to build up 
sales of the shoes in Europe. From 
£750,000 in 1984, British sales of Reebok 
shoes have grown to around £9m a year. 
There seems room to grow further, par- 
ticularly on the continent. 

Pentland is simultaneously e 


anding 
the 25% of its business which 


oes not 


come from Reebok. One success is 
Holmes, an American importer of fans 
and humidifiers. Holmes’s turnover dou- 
bled, to $30m, in the year after Pentland 
bought a majority stake in the firm in 
1985—thanks in part to a fashion-setting 
range of pastel fans. 
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Going into service 
spores earnings by type 


Core manufacturing 


Source: Company reports 
nies, including RCA (which adds $12 bil- 
lion to GE’s sales of $28 billion), Employ- 
ers Reinsurance and Kidder Peabody, an 
investment bank. 

More than 70% of GE’s profits come 
from growth areas such as factory auto- 


*Estimate including RCA 






mation, medical systems, space materials, 
aircraft engines ane financial services. 
Among the fastest growing are the finan- 
cial businesses. Last year, they brought in 
net profits of $406me almost one-fifth of 
the total. GE is buying (for close on $1 
billion) three more financial companies, 
involved in container, rail and lorry leas- 
ing and servicing. 

GE blames its slow sales growth on the 
wodge of asset sales since 1981. Acquisi- 
tions, especially RCA, will soon make up 
for that, it says. Net profit margins have 
improved, from 6.1% in 1980 to 8.3% last 
year. But return on equity, which had 
stayed close to 19% since 1981, slipped to 
17.6% in 1985. To put that right, Mr 
Welch has begun to squeeze GE’s new 
assets, starting with staff cuts and layoffs 
at RCA. He has also abandoned plans for a 
$200m silicon-chip plant that RCA pro- 
posed to build with Japan’s Sharp in 
Washington state. 


Foreign investment in South-East Asia 
Pressing invitations 


South-East Asian governments that once 
treated foreign investors almost as tres- 
passers are today putting out the welcome 
mat. Cheap labour and rapidly growing 
textile, refining, chemical and construc- 
tion industries for long helped the region 
to grow faster than almost anywhere else. 
But in the past couple of years, the 
economies of Indonesia, Malaysia, Singa- 
pore and Thailand have suffered from the 
heavy fall in commodity prices. In the 
Philippines, political convulsions have 
made matters worse. In trying to break 
out of this box, governments are offering 
ever more generous incentives to lure 
foreign investment. 

Brigadier-General Lee Hsien Loong, 
the son of Singapore’s prime minister, Mr 
Lee Kuan Yew, recently returned to 
Singapore from a tour of Britain and 
America. There he wooed foreign com- 
panies with offers of new tax incentives 
and talk of an infrastructure that is second 
to none. Singapore particularly wants to 
attract more foreign investment in the 
printing, electronics, health-care and fi- 
nancial fields. 

In May, Indonesia liberalised its rules 
in an effort to reverse a three-year long 
decline in foreign investment. Foreigners 
will in future qualify for all the privileges 
granted local firms if they set up joint 
ventures with Indonesian investors (state 
or private) or sell more than half of the 
venture’s shares on the local stockmar- 
ket. The number of sectors open to for- 
eign investment has been increased from 
475 to 926, though foreign companies still 


SINGAPORE 


cannot go into retail businesses like su- 
permarkets or department stores. 

Malaysia is moving in much the same 
direction. In early June, it gave Roth- 
mans and ICI permission to retain control 
of their subsidiaries. The government has 
temporarily suspended its nationalistic 
New Economic Policy, which sought to 
boost the economic power of ethnic Ma- 
lays at the expense of foreign investors as 
well as of ethnic Chinese and Indian 
citizens of Malaysia itself. 

Teams from Thailand are also journey- 
ing abroad, Thailand offers cheap wages, 
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a strong agricultural base and an economy 


_ Still growing by 3-4% a year. Though this 


growth rate is low by past Thai standards, 
it is high compared with the current 
performance of its neighbours. 

Tax breaks abound in the region. Ma- 
laysia has free-trade zones surrounding 
Penang and Kuala Lumpur for export- 
based industries. Both Malaysia and Sin- 
gapore award “pioneer status” to tech- 
nology-based firms. Those firms that 
qualify as pioneers have their corporate 
taxes waived for up to ten years. Thailand 
has a different tax exemption scheme, for 
periods of up to eight years. 

In June, Singapore unveiled a plan to 
grant concessionary tax rates to firms that 
set up their operational headquarters on 
the island. Domestic income derived 
from research, marketing and administra- 
tion at these OHQs will be taxed at 10% 
(against a corporate tax rate of 33%) an 
OHQ income from foreign sources wi.. 
also be granted tax relief. 

Foreign businessmen are giving the 
South-East Asians a sympathetic hearing. 
Japanese companies hit by the rising 
value of the yen, and electronics compa- 
nies everywhere bruised by the 1985 
slump in demand for personal computers, 
are looking for cheaper places to make 
their goods. 

Much is being made of the recent shift 
by Data General of its international man- 
ufacturing headquarters from Hongkong 
to Singapore. Thailand brags that some 
110 Japanese business projects were ap- 
proved there in the first quarter of 1986, 
an increase of 23% over a year earlier. A 
Japanese ball-bearing group, NMB, plans 
to increase its investment in Thailand to 
some $500m. Sandoz, a Swiss drugs 
group, is expanding its joint venture in 
Indonesia. 

But these are scattered successe: 
Against them, foreign electronics, service 
and other companies complain about bad 
local telephone systems, poor technical 
expertise and red tape. They are also 
aware that incentives can vanish as quick- 
ly as they appear. 


Sotheby’s 
Lots of ideas 


Since Sotheby's, the art auctioneer, 
passed into the hands of Mr Alfred Taub- 
man, an American property developer, 
nearly three years ago, it has put arch- 
rival Christie’s in the shade. Sotheby’s is 
expected to announce a record turnover 
for this year’s auction season, now draw- 
ing to a close. But complaints are heard in 
the art world that the sophisticated auc- 
tion house is being turned into a property 
shop and bank in the pursuit of profit. 
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Mr Taubman and a group of friends, 
including Mr Max Fisher and Mr Henry 
Ford, paid $130m for Sotheby’s. Mr 
Taubman himself owns 60%. The pur- 
chase was made just as the art market was 
reviving. Nonetheless, at least some of 
the credit for the auction house’s recovery 
since then must go to Mr Taubman. 
(Sotheby's made its first loss, of £3m, in 
1983.) Its share of the world auction 
market rose from 55% in 1984 to 58% in 
1985, and its sales by 15% to £514m. Sales 
at Christie’s increased by only 5%, to 
£370m, over the same period. 

In achieving these results, Mr Taub- 
man is changing auctioneering. A once 
amateurish business with a leisurely pace 
has given way to hard salesmanship and a 
new range of services to make buying 
easier at auction. His appointment of 
influential figures to the board has 

yught new business. They include Mrs 
. ..in Getty, Baron Thyssen and Mr Henry 
Ford. Rumours that these new directors 
receive preferential treatment when buy- 
ing and selling are quashed by Mr Tim 
Llewellyn, the managing director of Soth- 
eby’s in London. 

Mr Taubman, a tough billionaire from 


Detroit, still occasionally shocks staff at 
Sotheby's with comments like his recent 
remark that “selling art is much like 
selling root beer”. But most employees 
say that higher salaries, profit sharing and 
management changes have created a 
more optimistic mood. 

The man responsible for these innova- 
tions is Mr Michael Ainslie, the chief 
executive of the American holding com- 
pany of Sotheby's and a businessman with 
a background in oil and property. Many 
of the company’s smaller offices, espe- 
cially in America, have been closed. Each 
department now has a business manager 
and there is closer communication be- 
tween the group’s senior managers 
around the world. All sales catalogues 
have been standardised. 

Mr Ainslie is keener on selling more 
expensive lots than on simply selling more 
lots. He has cut the volume of sales in 
New York by 40% and in London by 
20%. The amount of money that Soth- 
eby’s is prepared to advance to owners 
against reserve prices in forthcoming 
sales has increased substantially. Soth- 
eby’s is also starting to lend money on 
collections which will not be sold for 


One of the delights of the English countryside is the number of high-quality 
small private hotels that have sprung up in recent years. From Sharrow Bay on 
the shores of Uliswater to Ston Easton among Somerset meadows, these 
outposts of fine food and crisp linen have persuaded many rich visitors to 
Britain to spend more of their money outside London. The Savoy Hotel group 
has now bought the Lygon Arms (see above) in sleepy Broadway, in 
Worcestershire, a model for many of these hotels, for £4.75m. At nearly 
£80,000 a room, that is not much less than the £107,000 a room that Hotels de 
Meridien, a subsidiary of Air France, paid in April for the New Piccadilly Hotel 
in London’s West End. The high price threatens to persuade Britain's other 
entrepreneurial small hoteliers to sell out to big chains. Could they keep up the 
exceptional standards these institutions have established? Egon Ronay’s 
Lucas Guide says that bedrooms at the Lygon Arms (in the same family's 
hands for 82 years) “feature fresh flowers and a host of cosseting extras”. 
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several years. (Most banks are unwilling 
to accept art as collateral.) 

In America, Mr Taubman is develop- 
ing the property division of Sotheby’s. 
Sales of expensive homes were worth 
$186m in 1985, and are expected to dou- 
ble this year. The boss also has plans to 
build 30 storeys of offices and flats above 
the York Avenue salerooms of Sotheby's 
in Manhattan. If this happens, it could 
dwarf the 242-year-old auction business. 


Japanese investment 


Over the Pyrenees 
lie the Andes 


MADRID 


Despite vast differences of culture and 
language, Spain is quietly building one of 
Europe’s closest business relationships 
with Japan. Spain is keen to acquire not- 
so-high Japanese technology suited to its 
present mix of lowish labour costs and 
1970s-style factory automation. Japan 
wants manufacturing bases there now 
that Spain is an EEC member and that the 
sharp depreciation of the peseta against 
the yen has made exporting from Japan to 
Spain less attractive. Some Japanese 
companies are also looking to Spain as a 
bridgehead into Spanish-speaking Latin 
America. 

One of the first Spanish companies to 
get Japanese investment was Acerinox, 
an integrated stainless steelmaker near 
Algeciras Bay—and last year one of the 
ten most profitable companies in Spain. 
With 64% of its shares held by Banco 
Espanol de Credito, 12% by Nissho-Iwai, 
9% by Nisshin Steel and the rest by 
various private Spanish banks, Acerinox 
has posted profits in all bar one of its 16 
years of existence. 

By the end of 1984, Japanese organisa- 
tions had invested in more than 60 Span- 
ish companies, 42 of them industrial. 
Although total Japanese investments in 
Britain, France or West Germany are 
bigger than those in Spain, many of them 
are mere assembly or marketing opera- 
tions. It is claimed that more Japanese 
money has gone into actual manufactur- 
ing (eg, steel, chemicals, electronics and 
capital goods) in Spain than in any other 
continental European country. 

This decade, two of Japan’s leading 
financial institutions—Bank of Tokyo 
and Sumitomo Bank—have set up subsid- 
iaries in Spain. Suzuki and Yamaha now 
assemble motorcycles in Spain. Suzuki 
also makes a sort of jeep. Yoshida Espa- 
nola, wholly-owned by Yoshida KK, 
dominates the local zip market. 

The newest and most dramatic Japa- 
nese projects in Spain are in commercial 
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Sunrise over Spain 
Japanese direct investment in: 


[O m ending March 31st 


1980 81 B2 83 
the EEC’ 
1985 total: $1-7bn 


—— Others 1:3% 


*Based on current membership 


vehicles and industrial electronics. An 
agreement has recently been reached be- 
tween Motor-Iberica, a Barcelona-based 
van and tractor producer (controlled by 
Nissan since 1980), and Kubota, Japan’s 
biggest maker of farm machinery. The 
plan is for Kubota to take a 15% stake in 
Motor-Iberica’s tractor division and move 
it to Madrid, where the Spanish company 
has a factory running below capacity with 
plenty of spare labour. The Japanese 
trading company Marubeni will have a 
5% stake in the Madrid plant and Motor- 
Iberica 80%. This will be Kubota’s first 
production base abroad. 

Nissan’s total investment in Motor- 
Iberica amounts to $283m—the largest 
sum spent by any Japanese company in 
Spain. So far, much of this has gone on 
mopping up losses. Last year, Motor- 
Iberica managed to lose nearly $60m. 
One consolation for the Japanese is that 
the other motor manufacturer that Span- 
ish officials once tried to get Nissan to 
invest in—SEAT, the car company ac- 
quired by Volkswagen earlier this year— 
had even bigger losses ($212m) in 1985. 

Japanese investors may find profits 
easier in industrial electronics. In June, 
Fujitsu signed an agreement with Tele- 
fonica, Spain’s (partly) state-owned tele- 
phone and telecommunications group, 
for a joint venture owned 60% by Fujitsu 
and 40% by Telefonica. The new compa- 
ny will assemble a wide range of comput- 
ing, data-transmission and automated of- 
fice equipment at factories in Malaga and 
Madrid. Telefonica has strong links with 
several Latin American countries and 
Fujitsu thinks that the Madrid deal will be 
a useful boost to doing business in Latin 
America. 
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EI Al 
But for the Sabbath 


TEL AVIV 





Those Americans who are crossing the 
Atlantic this summer are being more 
discerning, switching to airlines they be- 
lieve have the strictest security. That 
includes El Al, the Israeli state-owned 
airline, which provides its own security 
screening rather than relying on regular 
airport checks. So far this summer, 40% 
fewer Americans have visited Israel than 
in 1985, but El Al’s American traffic is 
down by only 15%. 

Not long ago, the airline’s name was 
said to stand for “every landing, always 
late”. El Al has worked hard to erase this 
image of unreliability and inefficiency. 
The results are encouraging. 

@ in 1985-86, the airline carried a third 
more passengers than in 1978-79, but with 
40% fewer employees. Productivity (pas- 
senger and freight traffic per employee) is 
the fourth highest of IATA’s 143 members. 
© El Al now boasts an average passenger 
load of 74% of capacity—one of the 
highest in the world and well above the 
IATA average of 63%. 

© The airline made an estimated operat- 
ing profit of $13m in 1985-86 (roughly the 
same as in 1984-85), compared with an 
average annual loss of more than $30m in 
the six years to 1983-84. However, after 
paying interest on its $350m debt, it made 
a loss of around $10m. 

The productivity gains were not won 
easily. In 1980, McKinsey, an interna- 
tional management-consulting firm, was 
called in. On its advice, the workforce 
was reduced from 6,100 to 4,700, wages 
were cut and unprofitable routes closed. 
But El Al’s then-militant employees re- 
fused to play ball. A strike in September 
1982—the 69th in ten years—persuaded 


The guards outnumber the pilots 


the management to shut the airline and 
place it in temporary receivership. In 
January 1983, El Al took off again under 
new management and with a new labour 
agreement, which slimmed the workforce 
by a further 25%, cut real wages and 
banned unofficial strikes. 

Three and a half years later, the airline 
remains in “temporary” receivership. 
The government set two conditions be- 
fore the company could be taken out of 
receivership. First, better labour rela- 
tions. The past three and a half years have 
proved remarkably peaceful, but progress 
towards signing a new long-term labour 
agreement is being delayed by the gov- 
ernment’s freeze on public-sector wages. 
Second, that El Al should report an 
overall profit—ie, after interest pay- 
ments. This looks unlikely in the near 
future unless the government writes off 
some of its debt. It needs to make 
decision soon: receivership is holdir.. 
back El Al’s plans for expansion. 

The government has already helped the 
airline, In 1983, it bought six new 
Boeings, which El Al operates but has not 
paid for. It also protects the airline 
against competitors by forbidding charter 
flights to and from Israel to operate from 
airports within 150 kilometres of any 
destination served by El Al. 

More help could be on the way to 
compensate El Al for a unique handicap. 
Since 1982, Israeli law has prohibited the 
airline from flying on Jewish holidays and 
on the Sabbath. This legislation came into 
effect in 1982 when the then prime minis- 
ter, Mr Menahem Begin, needed the 
support of a small ultra-religious party to 
obtain a majority in the Knesset. Al- 
though the government has agreed to 
compensate the airline for the lost reve- 
nue, the sum is still under negotiation. 
Some estimates put the total loss to El / 
as high as $30m a year—more tha. 
enough to put it into profit. 
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America’s banks struggle 


and thrive 


Brokers who thought that Bank of Amer- 
ica had lost its capacity to shock them are 
still speechless. On July 16th, America’s 
second-biggest bank produced second- 
quarter results that took away the breath 

“even the most hardened professionals. 
_ the three months to June 30th, the 
bank lost $640m after tax—almost twice 
its loss for all of 1985. 

The Californian bank blamed the fig- 
ures on a $388m charge for bad loans, 
mainly in energy and commercial proper- 
ty, and said that its earlier $1.2 billion 
estimate for total loan write-offs in 1986 
must be raised. Though the bank spoke 
cheerily of returning to profit in the 
second half of 1986, Moody’s Investor 
Service, the credit-rating agency, was 
sceptical. It lowered Bank of America’s 
rating on some $5 billion of corporate 
debt. Investors, jaded by bad results from 
companies like IBM, paid more heed to 
the chirpiness from San Francisco. The 
bank’s share price ended the day only 3 of 
a dollar down at $144. 

Bank of America is not the only finan- 
cial institution to find the going hard. 
Banks in Texas, Oklahoma, Louisiana 

d other oil states are stuffed with loans 

companies and individuals struggling 
to survive with crude oil below $10 a 
barrel. They are losing deposits and be- 
ginning to stumble. Bank regulators 
closed the First National Bank of Oklaho- 
ma City on July 14th. With assets of $1.6 
billion, it ranks as the biggest American 
bank failure after Franklin National 


Profits of big American banks, $m 


SAN FRANCISCO 


Bank, closed in 1974, It is much larger 
than Penn Square Bank, its former neigh- 
bour which caved in four years ago. 

Other bigger banks have also tripped 
over energy lending, but been helped to 
keep their footing. Seafirst Corporation 
in Washington state was bought by (of all 
banks) Bank of America. Continental 
Illinois was, in effect, taken over by the 
federal government. First National Bank 
of Oklahoma has also quickly found a 
samaritan. First Interstate Bancorp of 
Los Angeles has taken it over, under a 
law allowing out-of-state rescues which 
expired on July 15th. First Interstate is 
assuming $1.5 billion in deposits and 
other liabilities and will buy $1.2 billion of 
the bank’s assets. The Federal Deposit 
Insurance Corporation is to pay First 
Interstate $72m in cash for its pains. 

Most observers believe that no other 
oil-state banks as big as First National are 
in serious trouble—yet. But elsewhere, 
less dramatically and for different rea- 
sons, America’s largest bank, New 
York’s Citicorp, produced its third con- 
secutive quarter of diminishing profits. 
Earnings were hit by wisely increased 
loan-loss reserves, stagnant profits in its 
institutional division and sharply lower 
earnings on investment banking. 

A few years ago, such a string of bad 
banking news would have sent the mar- 
kets into a tizzy and brought forth dozens 
of doomsayers. Perhaps it should today. 
But Wall Street has lots of other things to 
worry about, and other banks, perverse- 





1985 ist i 2nd quarter % change 
1 1986 2nd quarter 
1986 on 
2nd quarter 1985 
California-based 
Bank of America -337 63 —640 (—89)t 
Wells F. 190 52 66 +39 
Security Pacific 323 88 94 +18 
First Interstate 313 79 na na 
New York and other 
rp 998 270 235 -6 
Chase Manhattan 565 144 146 +11 
Manufacturers Hanover 407 102 94 -5 
J P Morgan 705 234 237 +51 
tincreased loss 
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Shadows lengthen at Bank of America 


ly, are doing good business (see table). It 
is no coincidence that many of them are in 
the state of California. 

As Citicorp and other money-centre 
banks are realising, retail banking is 
where profits lie today. So California, 
America’s biggest retail market with 
nearly $100 billion in customer deposits, 
is rated particularly attractive banking 
territory. Other south-western states are 
changing their laws to allow regional 
interstate banking, too. While Bank of 
America, which once claimed about a 
third of the California market, struggles, 
other banks are fighting for its domain. 

The merger of Wells Fargo and Crock- 
er National Bank (sold by Britain’s Mid- 
land Bank) in February has stoked the 
competitive fires. The merger pushed 
Security Pacific from second into third 
place in many parts of the state. Security 
Pacific is countering with plans to build 50 
new branches over the next five years and 
to buy still more. The additions mark a 
dramatic reversal of strategy at a bank 
that has lopped some 20 branches off 616 
over the past five years. 

Security’s chairman, Mr Richard Flam- 
son, says that size is essential in a deregu- 
lated retail banking market, where the 
eventual survivors will be the banks large 
enough to drive costs down furthest. Its 


ner. See Te Ta iMi å 














southern California neighbour, First In- 
terstate, has amassed a large war chest for 
acquisitions. Taking over First National 
in Oklahoma was just part of its strategy. 
In California, the bank is preparing a 
“product offensive” to push back both 
‘Wells Fargo and Bank of America. First 
Interstate’s chairman, Mr Joseph Pinola, 
reckons he can entice uncertain Crocker 
= Customers away from Wells. Security Pa- 
_ cific, like First Interstate, has new prod- 
ucts to go along with its new branches. 

All California’s banks are hoping to 
lock in their retail customers before the 


Yankees arrive in force, led by Citicorp 


and Chase Manhattan (which barely 
changed their profits this quarter over 
last): Though a bill to allow these outsid- 
ers to open full-service banks in the state 
is currently stuck in the California legisla- 
ture, few doubt that the retail market will 
eventually be opened to them. Will Cali- 
fornia remain the El Dorado that banks 
heavy with loans to third-world countries, 
energy companies, farmers and ill-in- 
formed real-estate speculators are anx- 
ious to escape to? Not if Bank of America 
is anything to go by. 


| Chicago of the Orient 


Singapore wants to play Chicago to Tokyo’s New York: to become an 
acknowledged capital of financial-futures trading to complement the 


region’s acknowledged capital of mon 


ey. The soaring yen has hel 


ped 
increase business on Its International Monetary Exchange (SIMEX), but 


rival markets are expanding fast 


SIMEX is launching lots of new products. 
Early in July, the exchange introduced a 
sterling futures: contract. On September 

» 3rd, it plans to start a contract based on 
» Japan’s Nikkei stock average. A United 
States treasury-bond. contract is sched- 
uled for October; a Swiss franc contract 
is likely later in the year. Eurodoilar and 
currency options may become available 
in. the first quarter of 1987. There is talk 
of a contract on a Singapore stock ex- 
change index, too. These will join si- 
MEX’s existing contracts in yen, D- 
marks, gold and 90-day Eurodollar rates. 

This burst of activity follows a slow 
start for Asia’s first financial-futures ex- 
change modelled on Chicago’s. Almost 
two years old, SIMEX attracts only a small 
fraction of the world’s deals in financial 
futures. Trading volume during its first 
year averaged 2,000 contracts a day. 

The sharp rise of the yen against the 
American dollar (up 50% over the past 
nine months) and its increased volatility, 
however, have made Americans and 
Europeans more interested in an Asian 
base for hedging and speculating while 
Chicago and London sleep. When the 
five biggest industrial economies agreed 
on September 22 1985, a Sunday, to co- 
ordinate efforts to bring down the dollar, 
Chicago dealers suddenly remembered 

. tiny SIMEX on the other side of the world. 
: Their business helped boost Singapore’s 
volume. by 60-70% that day. Big swings 
in the yen pushed daily trading there to 
7,663 contracts in January. 

Since then, Singapore has traded 
about 3,000 contracts a day. Yen con- 
tracts, almost non-existent a year ago, 
account for a sixth of that and Eurodol- 
lars for a little over half. (see chart). 
Though trading is still lighter than on the 
four-year-old London International Fi- 
nancial Futures Exchange, where more 
than 4,500 contracts on Eurodollars 





alone are bought and sold most days, 
and minuscule compared with the 46,000 
Eurodollar contracts traded on the Chi- 
cago Mercantile Exchange’s Internation- 
al Monetary Market (IMM), the in- 
creased volume has inspired SIMEX to 
launch its new products. 

Singapore has two main advantages 
over aspiring futures exchanges in Hong- 
kong, Australia and Japan. First, its 


Simex average daily 
volume of contracts 





head start in a range of international 
products. Second, its tie with the IMM, 
the world’s largest financial-futures ex- 
change. Singapore’s Eurodollar and cur- 
rency-futures contracts are coupled with 
Chicago’s by a unique link that enables 
traders to sell a contract on one ex- 
change that was bought on. the other. 
Abouta third of SIMEXis offset in this way. 
The link offers traders in America and 
their customers, including financial insti- 
tutions, a way of getting in and out of the 
IMM when Chicago is closed. It also givés 





South African banks ae 
Feeling the strain 


Anti-apartheid pressures, a depressed do- 
mestic economy and some poor manage- 
ment are putting South Africa’s banks 
through the wringer. Among those most 
affected is Nedbank, the country’s third 
biggest bank with assets at the end of 
March of R13.4 billion (then $6.4 billion). 

Until about 18 months ago, Nedbank 


traders in Singapore access to liquidity far 
greater than that of wee SIMEX. 

Singapore’s member firms say that 
their clients have doubled. Customer 
orders, as opposed to deals by market 
members on their own account, current- 
ly make. up 57% of trading volume, 
compared with 52% in 1984. Almost half 
the customers are Asian, more than a 
third North American, and an eighth 
European. 

Despite its recent growth, though, 
SIMEX expects to report a loss this year 
after it has paid for promoting and 
setting up the new contracts. The ex- 
change reckons it needs to quadruple 
daily trading volumes to break even. 
That will be hard to do. 

The new Nikkei contract should be a 
big draw (the index itself has risen. by 
70% this year, in dollar terms) but 
investors may be reluctant to trade it 
without a mutual offset in Chicago. 
American regulators are loth at the mo- 
ment to let their exchanges offer con- 
tracts on foreign stock indices. Most 
Japanese investors are barred from trad- 
ing on SIMEX anyway. Securities houses . 
and banks can do it, but only if the 
business does not originate in Japan. 

Meanwhile, existing futures exchanges 
are expanding: Sydney’s, for one, where 
there is talk of a new United States 
treasury-bond contract that could prove 
SIMEX’s first head-on challenge in a simi- 
lar time zone. And new exchanges are 
being set up. Osaka, for instance, plans 
to launch a contract on a narrower range 
of Japanese equities than the. one that 
SIMEX proposes. ; 

Until recently, Japan’s tight rules have 
kept most financial-futures. trading on 
foreign soil. That is beginning to change, 
and, as it does, SIMEX risks losing the’ 
initiative. Its biggest handicap may be 
Singapore itself, with its restrictive finan- 
cial environment, overvalued. currency 
and under-performing economy. With- 
out further changes, even SIMEX’s new 
contracts and lifeline to the IMM may not 
be enough to keep the would-be Chicago 
of the east in serious business. 


was the glamour boy of South African 
banking. Today, it is an embarrassment 
for the government and other banks. It 
was further humbled this week when it 
had to rescue Triomf, a fertiliser producer 
that is one of its biggest debtors. Nedbank 
plans to write off some of the company’s 
debt, estimated at around R350m, and 
convert most of the rest into a 75% 
shareholding in ailing Triomf. 

South Africa’s uncertain political fu- 
ture and the unilateral standstill on repay- 
ments of external debt it imposed last 
August have strained local banks’ ties 
with the outside world. Although foreign 
banks continue to process normal South 
African financial documents, they are 
wary of any transactions involving risk. 
Most confirm credits and accept bills only 
for established customers—and even then 

ually for a maximum of six months. 
D <sr-cscran exposures have been 

med, too, especially on forward deals 
where the risks are greatest. A senior 
official in one Johannesburg bank reports 
that he got a “very friendly” reception 
from foreign bankers on a recent overseas 
trip—until talk turned to business, when 
their reaction was ‘“‘very, very cool”. 

Nedbank’s mistakes have exacerbated 
foreign nervousness. Its expansion 


abroad a few years ago pushed foreign 
assets up to more than a third of the total. 
Taking advantage of relatively low over- 





No free lunch for the banks 


seas financing costs, Nedbank made the 
classic banking error of borrowing short 
and lending long. 

As the only South African bank with 
much business through branches over- 
seas, Nedbank was most vulnerable when 
foreign banks started calling in their loans 
last August. It has also suffered heavy 
losses on its holdings of South African 
public-sector bonds, which were accumu- 
lated in the mistaken expectation of a big 
drop in long-term interest rates. 

Nedbank has recently been doing more 
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Bankers’‘in the dock 


. 

The goings-on at Heiwa Sogo, the bat- 
tered Japanese mutual. savings bank, 
have all the elements of a first-class 
financial scandal: gangsters and allega- 
tions of political slush funds. At least 11 
people were under arrest by July 13th. 
They include one current and several 
former officers of the bank charged with 
breach of trust. The best known is the 
bank’s former auditor and so-called 
“shadow” president, Mr Shigeaki Isaka. 
Heiwa has allegedly made improper 
loans amounting to some Y190 billion 
($1.2 billion at today’s exchange rates) 
since 1982. It threatens to prove Japan's 
biggest postwar banking mess. 

The affair may be remembered less for 
the local colour than for other reasons. 
Foreign bankers were already complain- 
ing that the Japanese authorities subject 
foreign banks to much closer scrutiny 
than they do local ones. The Heiwa 
affair underlines their point. Heiwa’s 
troubles may also presage the collapse 
(or what passes for collapse in a country 
that has not allowed a bank failure since 
1945) of others among the 69 sogo. 
These banks are already regarded as the 
weakest part of Japan’s financial system. 
The liberalisation of interest rates on 
small deposits, due in 1987, may make 
competition too hot for some of them. 
Heiwa, the tenth biggest sogo, is being 
rescued by big Sumitomo Bank. 

Sumitomo was keen to extend its local 
operations and knew that Heiwa had lent 
too much. It may not have realised just 
how much, until it hired private detec- 
tives to find out. The formal charges 
lodged against Heiwa by the district 
prosecutor allege that it made loans of 
Y11.6 billion to a property company to 
buy a chunk of forested mountain valued 


to help itself. A R345m rights issue earlier 
this year, hefty bad-debt provisions and a 
management shake-up which included 
the departure of its cocky chief executive, 
Mr Rob Abrahamsen, have all been use- 
ful changes. As a result of the rights issue, 
Old Mutual, South Africa’s biggest life 
assurer, now has a 52% stake in the bank. 
But confidence remains fragile. When 
AA Mutual, an insurance company, went 
to the wall recently, many Nedbank de- 
positors—confusing AA Mutual with Old 
Mutual—rushed to withdraw their cash. 

With heart-stoppers like that, it is small 
wonder that a number of Nedbank cus- 
tomers and correspondents prefer to do 
business with its two bigger competitors, 
Barclays National and Standard. Each 
has the advantage of a respected British 
controlling shareholder. But not, per- 
haps, for long. Both Barclays Bank and 
Standard Chartered hope soon to reduce 
their dwindling stakes further. 


TOKYO 


at only Y3.6 billion; of Y4.1 billion to 
buy a folding screen valued at Y300m; 
and of Y1.5 billion to buy an uninhabited 
island worth Y500m. 

What is seen as scandalous is not that a 
sogo was overlending or even lending to 
property speculators instead of the small 
businesses to which it is supposed to 
lend. It is that neither the Finance Minis- 
try nor the Bank of Japan flashed strong 
warning signals. Their inspections in 
1983 and 1984 did not unearth the trou- 
ble. The supposedly dodgy loans were 
turned up by investigators from the local 





district prosecutor's office. Officials did 
not even start full-scale digging until last 
August. 

True, the ministry lacks powers to 
obtain many documents if a bank does 
not want to give them up. Records were 
allegedly faked to evade the regulators’ 
scrutiny. Political pressure may have 
been exerted on ministry officials; the 
bank itself employs many former bu- 
reaucrats. All this worries those who 
believe that competent bank regulation 
is necessary if Japan is to become a great 
international financial centre. 





City salaries 
Sky-high and rising 


Mr Peregrine Moncreiffe—Eton and a 
third-class degree in history from Christ 
Church, Oxford—will this year be paid 
about £1m (about $1ġm) to run E. F. 
Hutton’s Euromarket operations in Lon- 
don. That salary is raising comment even 
in financial circles. It signals another 
round of musical chairs among Eurobond 
prima donnas as firms try to buy the men 
and women who, they hope, will take 
them a step up in Euromarkets. 

Up to now, only a dozen or so have 
earned over $1m a year in these markets: 
trading superstars and the top men at 
American investment banks. Those of Mr 
Moncreiffe’s stature—his previous job 
was head of gilts and treasury-bond trad- 
ing for Shearson Lehman International— 
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could typically expect $400,000-600,000. 

One reason that firms now have to pay 
more is to break the “golden handcuffs” 
put on promising recruits in the last round 
of trader-poaching. Mr Moncreiffe, for 
example, was due to receive about 
$750,000 in April 1987 as the last instal- 
ment on the sale of his share of Lehman 
Brothers to American Express. 

The American investment banks do not 
reveal their profits in London, but, ac- 
cording to sources within them, Hutton 
earned about $8m in the Euromarkets last 
year. Shearson Lehman earned $15m- 
20m, and Morgan Stanley $70m or so. 
Catching up with such giants will not be 
easy for Hutton: other retail-orientated 
investment banks, like Dean Witter and 
Pru Bache, have tried and so far failed. 

Hutton is not the only firm trying to 
beef up its Euromarket staff. The same 
week that it lost Mr Moncreiffe, Shearson 
Lehman lost three specialists in interest- 
rate and currency swaps to Barclays de 
Zoete Wedd, for salaries totalling 
£500,000. Another recent poacher is 
Kleinwort Benson. When it hired a team 
of 13 traders from Chase Manhattan, it 
paid some of them £250,000 plus the same 
again as a “golden hello”. Kleinwort’s 
chairman, Mr Michael Hawkes, earned 
£240,000 last year. 

Salaries in the financial boiler-room 
seem to be going up faster than those at 
the top. Experienced traders now earn, 
including bonus, anything from $75,000 
to $250,000. “Experienced” means at 
least three years, and at least 25 years old. 
The best traders can earn $500,000. Expe- 
rienced salesmen generally earn $50,000- 
200,000. But at Morgan Stanley Interna- 
tional, one equity salesman, who is paid 
on commission, earned over $1m last year 
selling to private clients. 

The wage bonanza will not last. High- 
priced talent does not always deliver a 
good return on investment. Today’s bull 
markets make it easy for traders to earn 
for their firms the expected five to ten 
times their salary. When bull turns to 
bear, many of the new recruits could find 
themselves newly unemployed. 


Mexican debt 


The end of the 
tunnel? 


MEXICO CITY 


Mr Gustavo Petricioli, Mexico’s new fi- 
nance minister, returned home from 
Washington on July 15th with the outline 
of a new $1.5-billion agreement with the 
IMF. The package, if finally approved, is a 
big negotiating achievement for Mexico 
and a significant break with past insis- 


Taking the rap 


. 

When is a company responsible for the 
illegal acts of its employees? Shearson 
Lehman Brothers, an American invest- 
ment bank, is about to find out. The firm 
and one of its former managers have 
been indicted by a federal grand jury in 
Philadelphia in a case involving the al- 
leged laundering of $1.2m. Lawyers say 
their clients are not guilty. 

Shearson Lehman is the third big fi- 
nancial firm recently to face criminal 
indictments for the supposed sins of its 
employees. Last year, E. F. Hutton and 
First National Bank of Boston pleaded 
guilty to charges and were fined. 

Criminal indictments are mainly di- 
rected against things like bribery and 
money-laundering which may abet big- 
time criminals, especially in the drug 
trade. The mounting backlog of insider- 
trading cases (16 so far this year, com- 
pared with 20 in 1985 and 13 in 1984) has 
not involved criminal charges against 
employers. But Wall Street lawyers 


tence on austerity programmes for the 
Fund. Mexican officials reckon it could be 
signed as soon as next week. 

Officials say that the IMF has acceded to 
two of Mexico’s central demands: empha- 
sising economic growth over inflation and 
accepting that halved oil revenues are the 
cause of much of the country’s budget 
difficulties. The package will not, it 
seems, require immediate severe budget 
cuts. It will set a goal of 3-4% economic 
expansion next year, a sharp reversal of 
the expected 4-5% negative growth rate. 
Conservative economists say that this 
strategy could propel Mexico into triple- 
digit inflation for the first time since 1983. 
They will find it harder to win a hearing if 
the IMF puts its imprimatur on the plan. 

The draft IMF accord was submitted to 
Mexico’s president, Mr Miguel de la 
Madrid, in a cabinet meeting on July 
16th. In New York, meanwhile, Mexican 
negotiators and IMF officials reviewed the 
agreement with Mexico’s main bank cred- 
itors. The banks are expected to deliver at 
least $2.7 billion in new loans—a request 
approved in principle by the money- 
centre lenders but resisted by many 
American regional banks. 

Mexico is also asking banks to commit 
themselves to lend more fresh money in 
1988-89 if it remains in compliance with 
the terms of its 18-month IMF accord. In 
addition, Mexico wants a third reschedul- 
ing of about $50 billion owed to banks by 
the government. Bankers will be asked to 
slash the spread on the restructured debt 
supposed, under the terms of Mexico’s 
last rescheduling a year ago, to rise from å 
of a percentage point above Libor this 


think the scope of criminal charges is 
widening and are also cross that laws 
designed to catch racketeers are being 
used to catch financiers. 

The Securities and Exchange Commis- 
sion (SEC) has long had the authority, 
and used it, to bring civil actions against 
companies whose employees run amok. 
A firm generally makes what lawyers call 
a “good faith” defence against the 
charge, attempting to prove that it has 
put in place internal systems to keep an 
eye on employees. But the SEC can bring 
only civil actions, not criminal. Other 
authorities are not so inhibited. 

For a criminal charge to stick, it must 
be proved that a firm profited from its 
employee's illegal scheme, participated 
in it, condoned it or at least knew of it. 
Lawyers reckon that some criminal 
charges are being brought not because 
the authorities expect to be able to prove 
them, but to scare financial firms into 
being more vigilant against fraud. 





year to 14 in 1987. Mexicans also hope 
that bankers will postpone again a $950m 
repayment originally due in April and 
pushed forward then to October. Dis- 
carded, apparently, are suggestions that 
banks either capitalise some interest pay- 
ments or peg rescheduled loans to radical- 
ly-discounted interest rates. 

Other money hangs on the IMF agree- 
ment, including some $1.2 billion in new 
loans from the World Bank and the Inter- 
American Development Bank and re- 
scheduling of roughly $1 billion owed to 
official trade-finance agencies. America’s 
Commodity Credit Corporation is expect- 
ed to lend about $900m to pay for Me~* 
co’s staple food imports this year. 

A novel aspect of the IMF agreement, as 
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FINANCE 


described in Mexico, is a commitment by 
creditors to adjust new lending and eco- 
nomic performance expectations almost 
automatically to changing world oil 
prices. If oil prices fall further during the 
first nine months of the IMF agreement, 
Mexico will be eligible for additional 
credit (but will pay more if they rise). 
Mexico will also be allowed to exceed 
projected deficit estimates if its oil in- 
come drops drastically. 

In return, Mexico is promising to trim 
subsidies, dismantle more state industries 
and check capital flight by maintaining 
realistic interest and exchange rates. In 
Geneva this week, fulfilling its pledge to 
expose its long-protected economy to 
foreign competition, Mexico submitted a 
list of planned tariff reductions to the 
GATT, its final step towards full member- 
ship of the organisation. 

Specific targets for inflation and budget 
deficits have yet to be revealed, or even 
perhaps agreed. The IMF is believed to 
want Mexico to reduce its deficit from 
13% of GDP this year to 6-8% by the end 
of 1987, and to reverse the trend towards 
accelerating inflation, now about 85%. 
Neither seems unreasonable. 


Standard Chartered 
Pao! Lloyds ko’ed 


Standard Chartered’s narrow defeat of 
the unwanted £1.3 billion ($1.9 billion) 
bid from Lloyds Bank on July 12th is not 
the end of the story, but its beginning. 
Standard staved off Lloyds by claiming 
that the clearer would destroy its unique 
character as a bank with a valuable fran- 
chise in 60 countries and sell off some of 
its undervalued assets. Standard’s three 
main white knights—Sir Yue-Kong Pao, 
Mr Robert Holmes à Court and Tan Sri 
Khoo Teck Puat—now control about 
27% of its shares. Some fear they may try 
to do some of the things Lloyds was 
supposed to have had in mind. 

Mr Michael McWilliam, Standard 
Chartered’s group managing director, 
promises that there will be “no car-boot 
sale” of Standard’s assets. He thinks the 
new shareholders will speed up changes 
the bank itself had decided to make and 
force it to focus more on profitability. 

One change is to make the Asia-Pacific 
region Standard’s priority, especially 
Hongkong, where it plays second fiddle 
to the Hongkong and Shanghai Banking 
Corporation. It sees at least two ways of 
building a rival to the Hongkong Bank’s 
successful 60%-owned subsidiary, Hang 
Seng Bank. One is to seek a listing on the 
Hongkong Stock Exchange and float off 
the bank's domestic retail operations 
there; another to buy a local Chinese 
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McWilliam and Pao: smiling now 


bank. Similar listings may be sought on 
other regional exchanges. 

In America, Standard is also likely to 
float off at least a chunk of its profitable 
California subsidiary, Union Bank. 
Banking in black Africa is the most profit- 
able part of the business, returning 30% 
on capital north of the Limpopo—few big 
changes there. Standard Chartered aims 
to reduce its shrinking stake in South 
Africa’s Stanbic, now 39%, to 20-25%. 

All this smacks of temperance and 
sweet reason. But Standard Chartered 
has exchanged some 90% of its British 
institutional shareholders for a fistful of 
fierce entrepreneurs. Hongkong’s Sir 
Yue-Kong Pao is the world’s biggest 
private owner of ships and much else 
besides; Tan Sri Khoo is a restless Malay- 
sian ex-banker, whose outside interests 
include 28% of Exco, a British financial- 
services company; and Mr Robert 
Holmes à Court is Australia’s best known 
takeover muscleman. They did not stump 
up more than £330m to lose it backing 
bosses who have yet to prove they can win 
anything other than a bid defence. By 
July 16th, the new shareholders had, in 
fact, lost some £35m, as Standard Char- 
tered’s share price predictably fell. They 
plan to make it back, and more. 

Mr Holmes a Court, an old customer of 
Standard Chartered, seems unlikely to 
retain his 7.4% of the shares for long. Tan 
Sri Khoo, twice disappointed in bids for a 
Hongkong financial base, has secured 
one with his stake of just under 5%. He 
may also have eyes on a special piece of 
whatever Standard floats in Singapore 
and Malaysia. Sir Y. K. Pao, long in the 
Hongkong Bank camp, has many reasons 
to value the choices which his 14.9% of 
Standard Chartered opens up. Among 
them is controlling a spun-off Hongkong 
version of Standard Chartered. 

Standard’s managers want to persuade 
its knights, especially Sir Y. K. Pao, that 
while they might make more money in the 
short term by splitting up the bank, long- 
term profits lie in staying international 
and judiciously “realising value” here 
and there. They will need better luck 
persuading new shareholders than they 
had with the old. And other potential 
bidders, wiser after Lloyds Bank’s mis- 
takes, have not gone away. 








Philippine stockmarket 
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Boomlet after 
Marcos 


MANILA 


The dramatic bounce in share prices on 
the Philippine stockmarket that followed 
the fall of the Marcos regime on February 
24th has proved more than a one-day 
wonder. Manila’s Commercial and Indus- 
trial index hit an all-time high on July 
14th of 391, with the buying concentrated 
on a few blue chips. 

The last time Manila was popular with 
foreign investors was in the mid-1970s at a 
time of booming metal prices: the country 
is a copper producer. James Capel, a 
British stockbroker and the foreign f 
most actively promoting the market 
bullish for other reasons now. After a near 
10% contraction in real GNPin the past two 
years, the scope for recovery is great, with 
interest rates and inflation both down 
sharply and the peso stable. Blue-chips like 
Philippine Long Distance Telephone 
(PLDT) are still trading at a price-earnings 
ratio of less than 3. Optimism was rein- 
forced by this month’s abortive coup: the 
market stalled for only a day. 

The snag for investors is that fewer 
than 15 companies are actively traded on 
Manila’s two stock exchanges, though 119 
are listed. The government hopes to 
broaden the stockmarket’s base. One way 
is to privatise the almost 100 companies 
controlled by the state. But this will take 
three to five years. 

For the moment investors have to live 
with what is, by international standards, a 
narrow market. Turnover in Manila aver- 
ages only $2m a day, though this is mr-* 
higher than the paltry $25,000 bef 
February. Another $2m is done in New 
York, most of it in foreign investors’ 
current favourite, PLDT. 


The bulls back democracy ,... 
The Philippines’: 






Commercial and Industrial 
stock index 
Jan 2 1958=100 
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SCIENCE AND TECHNOLOGY 





Sometimes, the only safe blood 


is your own 


In April 1985, America began testing 
blood donors to screen out those who had 
formed antibodies to the AIDS virus. 
These tests have made blood transfusions 
much safer. A panel of experts convened 
he National Institutes of Health this 
ith put the risk of getting AIDs from a 
transfusion at about one in 10,000— 
smaller than the risk of dying from the 
complications of anaesthesia. But why 
does contaminated blood leak through? 

The NIH panel reckons that fewer than 
120 of the 8m Americans a year who give 
blood carry the AIDS virus. Most slip 
through because they are in the early 
stages of infection, before the antibodies 
picked up by the screening tests have had 
a chance to form, The impact of the 
contaminated blood is magnified by the 
modern pattern of transfusions. Hospitals 
seldom transfuse blood whole. They pre- 
fer to break it into components—such as 
red cells, white cells or platelets—and 
administer whichever is needed. The re- 
sult is that for every unit of tainted blood 
used, at least two or three people are 
exposed to the AIDS virus. 

The NIH panel doubts whether the 

»d supply can be made completely 
ous} SO it is recommending the use of 
“autologous donation’”—the practice of 
donating your own blood for your own 
use—whenever possible. This can be ac- 
complished in several ways. 

One is to save your blood before an 
operation. Blood can be stored for 42 
days, which means a typical patient could 
put away as many as six units in ad- 
vance—twice as many units as a patient 
generally needs during an operation. This 
option is not only for adults in rude 
health. Doctors have found that children 
as young as eight—and many 70-year-olds 
with heart disease—can donate safely on 
their own behalf, providing they take iron 
supplements to prevent anaemia. The 
proviso is that the donations are timed so 
that the last deposit is made a least three 
days before surgery. 

There are two other options. One, 
known as haemodilution, is to take sever- 
al pints of blood from the patient at the 
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start of an operation, replace the blood 
with sterile saline (salt water) during 
surgery, and put the blood back inside its 
owner afterwards. This helps provide the 
patient with a full complement of oxygen- 
carrying red cells when he leaves surgery. 
The diluted blood lost during surgery is 
less rich in such cells. 

The second option is to make sure that 
the blood lost during surgery is not wast- 
ed. Here the patient is not given saline. 
Instead, doctors suction up the blood the 
patient loses during surgery, filter or wash 
it chemically, and return it to the blood- 
stream as it is needed. This technique 
cannot be used with abdominal opera- 
tions because of the likelihood of bacteri- 
al contamination from the bowel. 

The Fairfax Hospital in Arlington, Vir- 
ginia, uses the suction technique routine- 
ly in open heart surgery. The result has 
been a big reduction in the amount of 
blood patients need from blood banks, 
and fewer of the complications—such as 
fever and low blood pressure—that slow 
post-operative recovery. 

These are bonuses. The main advan- 
tage of using autologous blood is the 
protection it offers against infection—and 
not just infection with AIDS. A statistical- 
ly bigger threat is non-A, non-B (NANB) 
hepatitis. Of the 3m-4m Americans a year 
who have transfusions, 7-10% subse- 


Some blood is safe enough to bank on 
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quently develop hepatitis, of which 90% 
is the NANB variety. The disease is not 
always serious, but it can cause chronic 
inflammation of the liver and cirrhosis. In 
1985, for example, the victim of a car 
accident who received a single unit of 
NANB-contaminated blood later needed a 
liver transplant to save her life. 

Scientists know relatively little about 
NANB hepatitis. They do, as its name 
implies, know that it is neither type A nor 
type B hepatitis. They do not know 
exactly which infectious agent—or 
agents—to blame for the disease. Ameri- 
can blood banks will shortly start to 
screen donors for NANB hepatitis, al- 
though the tests envisaged are far less 
reliable than those used for AIDs or for 
other kinds of hepatitis. On one estimate, 
the tests will disqualify up to 5% of 
potential blood donors and push up the 
price of blood, but still miss two-thirds of 
donors carrying NANB hepatitis. 

All of which helps to explain why 
autologous donation has won the en- 
dorsement of the American Red Cross 
and the American Association of Blood 
Banks, as well as of the NIH panel, These 
organisations do not, however, recom- 
mend that people have their own blood 
frozen against the possibility of future 
illness (a typical commercial price: $250 a 
pint). Nor do they recommend that pa- 
tients ask friends or relatives to provide 
blood. Studies of such “directed dona- 
tions” have shown them to be no safer 
than blood donations as a whole. They 
could be less safe: people are sometimes 
too embarrassed to admit to relatives that 
they have used intravenous drugs, or had 
a homosexual encounter. 












TOES RRS TTT TF aiaa a ee ee 


SCIENCE AND TECHNOLOGY 
Batteries 


Lovely lithium 


The battery industry has a love-hate rela- 
tionship with metallic lithium. Love, be- 
cause the metal is a superb negative 
electrode, or anode: the ease with which 
lithium surrenders electrons makes for 
cells with a high energy density. Hate, 
because lithium is highly reactive: it can 
react with moisture in the air to form 
caustic lithium hydroxide and explosive 
hydrogen gas. Making batteries with the 
stuff means creating special conditions 
where the relative humidity is kept below 
a Saharan 3%. 

Non-rechargeable batteries, known as 
primary lithium cells, have nevertheless 
sold well over the past decade, mainly 
because they last longer than standard 
alkaline and carbon zinc batteries. When 
a lithium cell is not being used, its charge- 
carrying medium, the electrolyte, oxi- 
dises the lithium anode, coating it with a 
“passivation layer” of oxidised lithium. 
This seals the anode from charge-leaking 
reactions, just as an air-oxidised layer 
protects an aluminum roof. 

The passivation layer helps long life, 
but hinders attempts to make a lithium 
battery rechargeable. For a cell to be 
rechargeable, its electricity-producing ac- 
tivities must be capable of being driven in 
reverse by applying an external current. 
At a lithium anode, this requires plating 
free lithium ions back on to the metal. 
The problem has been to find a way to 
replate on top of the passivation layer. 

Moli Energy of Vancouver thinks it has 
found the answer. The Canadian firm has 
pioneered an organic electrolyte which 
makes a thick passivation layer, on which 
lithium ions can still be replated. 

The rechargeable battery, which the 
company calls a Molicel, was developed 
at the University of British Columbia by a 
team under Dr Rudolph Haering. It is not 
an ordinary chemical cell. As a Molicel 
discharges, positively-charged lithium 
ions leave the metallic anode and travel 
through the electrolyte to a molybdenum 
disulfide cathode. Instead of reacting 
there with the molybdenum disulfide to 
form a new compound, they tuck them- 
selves into pockets between the cathode’s 
molecular layers. 

Molybdenum disulfide is an ideal host, 
because it offers the lithium atoms a low- 
energy environment. The lithium atoms 
are, in turn, polite guests, because they 
leave the structure of the cathode undis- 
torted. In this way, the cell produces 
electrical energy simply by enabling lithi- 
um atoms to move from one place to 
another, where their energy is lower, and 
extracting the difference. 


Moli Energy claims that in most re- 
spects the Molicel performs better than 
rechargeable batteries made of nickel 
cadmium (NICAD) and lead-acid cells. It 
delivers twice theeenergy density of NI- 
CADs, and retains its charge nearly 20 
times longer. Because the voltage of the 
cell depends on the number of anode 
atoms tucked into the cathode, the user 
can measure the amount of charge re- 
maining at any time. Moli Energy plans to 
begin commercial production of “Aa”- 
size batteries by the middle of 1987. The 
battery industry's long flirtation with lith- 
ium looks like turning into a meaningful 
relationship. 


Forgotten crops 


Bring back ye-eb 
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Go on; grow something different 


Man is not an adventurous eater of 
plants. Most of his food comes from 20 
species, although he has tried out over 
3,000 edible plant species over the centu- 
ries. Most of the forgotten crops have 
disappeared off the world’s dinner tables 
for reasons that have nothing to do with 
their nutrition or taste. 

Take the unfortunate link between the 
grain amaranth (amaranthus cruentus, 
a.caudatus and a.hypochondriacus) and 
human sacrifice. The crop was considered 
essential by the Aztecs and the Incas 500 
years ago. It fell from favour when the 
conquistadors noticed that the popping of 
amaranth seeds played a central role in 
Aztec pagan ceremonies involving sacrifi- 
cial killings. The Spanish prohibited the 
cultivation of amaranth and the crop 
became a historical curiosity. 

Mr Noel Vietmeyer of America’s Na- 
tional Research Council takes an interest 









in the history of obscure crops, and woulc 
like to see some of them revived. In the 
journal Science, he reported recently thai 
a few amaranth seeds tested a decade agc 
contained high levels of total protein anc 
of lysine, the nutritionally essential aminc 
acid, All the world’s main cereal crops are 
deficient in lysine. Mr Vietmeyer says 
that amaranth is beginning its comeback 
but most cereal researchers have stil 
never heard of it. 

Many others are worthy candidates for 
resuscitation. The pjibaye palm (gui: 
lielma gasipaes) has a chestnut-type fruit. 
which contains carbohydrates, protein, 
oil, minerals and vitamins in nearly per- 
fect proportions for the human diet. Jes- 
senia polycarpa had an oil like olive oil, 
Among the more than 20 roots, legumes, 
grains and fruits that the Incas once ate 
are oca (oxalis tuberosa), a root crop 
similar to yam; arracacha (arrac: 
xanthorrhiza), a relation of carrots 
celery; nunas (phaseolus vulgaris), a com- 
mon bean that will pop like popcorn; and 
quinoa (chenopodium quinoa), a grain 
with seeds containing 12-19% protein and 
a high level of lysine. 

How would the rediscovery of forgot- 
ten crops help people, besides adding 
variety to their diet? Mr Vietmeyer thinks 
it could help avoid famines caused by 
drought, like those suffered by several 
African countries in 1985. He wants to 
discover which crops do best in arid areas. 

Cacti (opuntia) receive scant scientific 
attention, and yet produce fruits, green 
vegetables and forage. The tepary bean 
(phaseolus acutifolius) is grown for food 
by Indians in the south-west United 
States and in north-west Mexico. It 
thrives in hot, arid regions with poor soil. 
The marama bean (tylosema esculentum 
or bauhinia esculenta) is grown in the 
Kalahari desert in sourthern Africa , 
has tasty seeds high in protein and v.., 
along with a sweet-tasting tuberous root. 

Little-known shrubs might also be 
worth getting excited about. Ye-eb (cor- 
deauxia edulis) will survive with 150-200 
millimetres of rainfall a year and pro- 
duces nuts, similar to macadamia and 
pistachio. During last year’s African 
drought, it was one of few foods available 
to the nomads of northern Somalia. Ye- 
eb, though, is threatened with extinction. 
Mr Vietmeyer wants it protected. 


Atoms 


Trapped 


The trouble with atoms is that they 
move—often at several miles a second. 
This makes them hard to isolate and 
study. After four years of experiments— 
and a decade of theorising—scientists 
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SCIENCE 


have found a way to slow them down, by 
using an exotic experimental technique 
known as atomic trapping. 

A group under Dr David Pritchard at 
the Massachusetts Institute of Technol- 
ogy has perfected a system that suspends 
an atom between two coinciding laser 
beams of different frequencies. It exploits 
the fact that photons hitting an object as 
light as an atom give it a push. The 
strength of the push depends on the 
relationship between the frequency of the 
light and the natural vibration—the reso- 
nance—of the atom. For an analogy, 
imagine a child on a swing receiving 
regular pushes from behind. The better 
the pushes are synchronised with the 
swing, the more effective they are. 

The resonance of an atom can be 
altered by a magnetic field. So the MIT 
team surrounds its atoms with one. As the 
atom wanders off in one direction, the 
field changes the atom’s resonance in 
such a way as to make it more susceptible 
to the frequency of the laser beam coming 
from that direction, so pushing it back to 
its starting place. Careful balancing of the 
beams and the magnetic field keeps the 
atom in place. 

Trapping the atoms this way is possible 
only if the atoms are not moving too fast 
to begin with. For more energetic atoms, 
a team headed by Dr Steven Chu at 
AT&T’s Bell Laboratories recently dem- 
onstrated a system—nicknamed optical 
molasses—that uses six criss-crossing la- 
sers as the walls of a well. In this case, the 
atoms bounce backwards and forwards 
like squash balls. Delicate adjustment of 
frequencies and resonances can mean 
that each bounce slows the atoms. 

Atomic trapping should make the bi- 
zarre world of quantum effects a little 
easier to study. The cornerstone of quan- 
tum physics is that atomic processes (like 
decay, or changes in an atom’s energy 
states) happen spontaneously, unpredict- 
ably and, it seems, instantaneously. So 
far, though, nobody has been able to 
observe these processes directly: what is 
known about quantum physics derives 
from the statistical analysis of the behav- 
iour of large numbers of atoms. The 
ability to isolate and immobilise a small 
number of atoms will change all that. 

The new techniques have already con- 
firmed a theoretical prediction made by 
Einstein in the 1920s. Vaporised sodium 
atoms were cooled (ie, slowed—tempera- 
ture equals movement in the atomic 
world) to the lowest temperature ever 
recorded: a thousandth of a degree above 
absolute zero, below the normal solidifi- 
cation temperature of any substance. 
Even then, the super-cooled super-dense 
sodium remained a peculiar kind of gas— 
called a zero-momentum condensation— 
just as Einstein said it would. 
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Still more delays 
in space 


More bad news from the final frontier. 
America’s three remaining shuttles will 
not, after all, be flying again by July 
1987. Mr James Fletcher, the head of the 
National Aeronautics and Space Admin- 
istration (NASA), met President Reagan 
this week to tell him that flights will not 
resume until 1988. NASA has given up 
hopes of fixing the defective rocket 
joints that caused the Challenger crash in 
January, It is opting instead for the 
lengthier task of designing a new rocket 
joint from scratch. 

NASA’s decision has deepened the 
gloom surrounding the West's space pro- 
gramme, The shuttle’s rival, Europe's 
Ariane rocket, is also firmly grounded. 
A board of inquiry set up to investigate 
the failure of an Ariane rocket launching 
a communications satellite in May has 
recommended extensive studies and 
tests of Ariane’s temperamental third 
stage. Arianespace does not expect an- 
other launch until 1987. The only ray of 
light in space is shining—brightly—from 
the East. Two Russian cosmonauts re- 
turned to earth this week after four 
trouble-free months in orbit. 





Geothermal energy 


Hot but dry 


Geothermal energy—hot water from 
deep within the earth—helps New Zea- 
landers and Icelanders keep warm. Peo- 
ple in Cornwall are less lucky. Their hot 
rocks, heated by their natural uranium 
content, are dry. Answer: pump down 
cold water and get it back as steam. This 
project has recently received another £7m 
from the British government. Cornwall 
looks likely to be the first part of the 
world to have power from such a source. 

For several years, three boreholes, 
drilled more than 6,000 feet beneath a 
disused quarry at Rosemanowas, near the 





Camborne School of Mines in west Corn- 
wall, have experimentally tapped the heat 
in Cornwall's granite. The team involved 
in the project is directed by Dr Tony 
Batchelor. It has pumped water down two 
boreholes, through a network of artificial 
fissures (created by explosions and water 
under pressure) that acts as a gigantic 
radiator, and up through a third borehole 
to surface at close to 70°c. 

The results look promising. But, to 
demonstrate the potential of geothermal 
energy, its champions need to show that 
such heat reservoirs are not quickly 
cooled by the water. They must also 
locate the best lumps of hot granite. 
Seismic surveys are being done across 
Cornwall: the noise from small explosions 
echoes off the granite masses and is 
picked up by microphones at the surface. 

The results are combined with other 
data obtained earlier from measu 
minute variations in the earth’s magn_..- 
field, which also give clues to the shapes 
of underground granite masses. One the- 
ory is that the best reservoirs of heat will 
be in the granite that lies beneath slate, 
which is an excellent heat insulator. 

The Cornish project is one of two big 
hot-dry rock projects in the world. The 
other is at Los Alamos in New Mexico, 
where engineers have drilled deeper than 
at Rosemanowas, but are encountering 
serious snags with the instruments re- 
quired to monitor temperatures at depths 
of several miles. The Camborne engi- 
neers, who work closely with the Los 
Alamos researchers, are devising new 
instruments. 

The Los Alamos team plans to drill 
boreholes into chambers of “magma” 
(molten rock) to see if such chambers can 
flash water into superheated steam for 
use in surface power stations. Magma 
tapping experiments are planned at 
sites in America. Before work sta.-, 
researchers will test their technology on 
the surface at active volcanoes in Hawaii 
and Alaska, where it is necessary to drill 
holes only a short distance into the sides 
of the volcanoes to tap the magma within. 

Drilling holes costs as much as drilling 
oil wells, but the energy keeps on coming 
out for longer than would oil. A British 
company, Energy Conservation, has de- 
vised a system that uses a heat pipe to 
extract heat from a single borehole. In- 
stead of water, it employs an organic fluid 
pumped down the outer tube of a 7-inch 
diameter heat pipe. The fluid is heated 
and vaporised at the bottom over a large 
surface area of porous copper. The va- 
pour then rises at supersonic speed up an 
inner tube to drive a specially-designed 
turbine at the top. Two variations of the 
system are being designed: one for mag- 
ma tapping, the other for use in disused 
oil or gas wells. 
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ntact The Savoy, The Strand, London WC2R OEU. Telephone 


Carnegie Mellon University 
Program for Executives 


OF COURSE YOU COULD GO 
SOMEWHERE ORDINARY 


but... Heads of State don't stay in 
ordinary hotels, nor do Tycoons or 
Celebrities. Ordinary hotels don'tinspire 
songsand books, playsand films 

If you want the right address in London, 
reserve now. Like London itself, The Savoy 
is always in season - there's nowhere 
quite like it 





10l] 836 4343, Telex 


24234 A member of The Jeading Hotels of thé World 


Pittsburgh, Pennsylvania 


September 21-October 30, 1986 


March 1-April 9, 1987 


An intensive six-week program that has been training upper-level managers since 1954. 


Participants 


The program is designed for experienced executives holding 
general management or specialist roles in the higher echelons of 
their organizations. Approximately 25 percent of the participants 
are from countries other than the United States. 


Program 

Program content is integrated and wide-ranging. Topics include 
management of competitive strategy, global competition, 
accounting and financial management, economics and the busi- 
ness environment, human resources, management of technology, 
marketing, and crisis management 


Faculty 
Instructors are from Carnegie Mellon University's Graduate School 
of Industrial Administration and other leading universities. Classes 
are supplemented by frequent guest lectures by leading 
industrialists, scientists, educators and government 
representatives 


Objectives 

The program is designed to 

* develop an integrated view of management 

* emphasize the company’s strategic fit in its competitive 
environment 

* increase analytical, communication and leadership skills 


Fees 

The tuition of $8,500 (U.S.) includes course notes, books, 
materials, some meals, and the use of computers, libraries, and 
athletic facilities. Room charges are $2,400 (U.S.) for the six-week 
period 


Further Information 


Please contact: Robert Dalton, Associate Dean/Director of Execu- 
tive Education, Graduate School of Industrial Administration, 
Carnegie Mellon University, Pittsburgh, PA 15213. Telephone 
(412) 268-2304. Telex 469002 
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The true colours of the 
early Renaissance 


After being hidden by scaffolding for 
three years and veiled by grime for centu- 
ries, the nursery of Italian Renaissance 
painting, Florence’s Brancacci chapel, is 
to be reopened by the end of the year. 
The photographs on this page are the first 
chance to see its colours in something like 
their pristine glory. 

The chapel takes its name from a 
merchant, Felice Brancacci, who in 1423 
hired Masaccio and Masolino to paint a 
series of frescoes showing the life of St 
Peter. The artists were an unlikely pair. 
Masolino, 18 years the older, was a run- 
of-the-mill painter working in the pretty, 
decorative tradition beloved of the royal 
or ducal courts. Masaccio (which means 
clumsy Thomas) lived for a mere 27 
years, but in that short lifetime he 
brought about a revolution in painting by 
giving his characters something of the 
gravity and directness of the artisans in 
whose part of Florence the Brancacci 
chapel stands. The chapel contains the 
most extensive examples of Masaccio’s 
work and is among the finest work of the 
early Renaissance. 

Every painter to follow has found his 
way to that chapel by foot, aircraft or 
muleback. From Leonardo da Vinci, who 


FLORENCE 


called Masaccio’s work “opra perfetta”, 
to Henry Moore, who used to study and 
stare in the chapel every day he was in 
Florence, it has been a shrine for western 
art. The adolescent Michelangelo, 
sketching the frescoes (he was subse- 
quently to borrow from Masaccio when 
he painted the Sistine chapel), got into a 
fight with another boy and was left with 
that characteristic crooked nose. 

The veils of grime began accumulating 
as soon as the chapel was finished. In the 
sixteenth century, the monks began to set 
aside a half-barrel of oil each year to keep 
the precious chapel illuminated. In 1771, 
near-disaster struck: the church in which 
the chapel stands burned to the ground. 
But by miracle or fluke, the chapel itself 
was mostly spared, though its frescoes 
were left, as a contemporary remarked, 
“smoked like prosciutto ham”. 

Like the current restoration of the 
Sistine chapel, that of the Brancacci is 
largely a matter of removing centuries of 
dirt and, sometimes, the botched work of 
earlier restorers. It is a notoriously tricky 
task. Olivetti, the office-equipment com- 
pany which is footing the bill for the 
restoration, asked chemists at the indus- 
trial giant, Montedison, to devise a kind 
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1 The Baptism of the Neophytes by 
Masaccio. The cleaned profile of St 
Peter, surrounded by a crust of 
grime. 

2 The Chairing of St Peter by 
Masaccio. The figures show the 
contrast between the unrestored and 
restored portions of the fresco. The 
robes of both figures were originally 
white. 

3 The Crucifixion of St Peter by 
Filippino Lippi. The figure in profile 
on the left is said to be that of the 
artist Sandro Botticelli. 
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of poultice for cleaning the frescoes. They 
came up with a thick, foul-smelling, 
pumpkin-coloured paste, which is applied 
to strips of porous paper. These are then 
used to paper over the dirty walls and left 
for eight to 12 minutes. Stripped away 
like a band-aid, they reveal the original 
colours. Photograph 1 shows the head of 
St Peter emerging from a halo of muck. 
Photograph 2 shows the difference be- 
tween the restored and unrestored sec- 
tions. The white robes of the monk on the 
right look as if they have been dipped in 
chocolate. 

By stripping away the smut from the oil 
lamps and from the fire, the present 
restorers, led by Miss Ornella Casazza, 
are beginning not only to reveal Masac- 
cio’s true colours but even to uncover 
more of his work than most people had 
thought existed. The upper half of “The 

iptism of the Neophytes”’ is today little 
..ore than a black space (the head of St 
Peter in photograph 1 is from a different 
part of the same fresco). The restorers say 
that the blackened area is “full of figures 
which we can bring to light”. 

The boss of the National Institute of 


Private art collections 


Restoration, Mr Umberto Baldini (who is 
Miss Casazza’s husband), reckons that 
the restoration will also clear up argu- 
ments about which parts of the original 
frescoes are by Masaecio, which by Maso- 
lino and which were added, 70 years later, 
by Filippino Lippi (photograph 3 shows 
part of his work). This is not just because 
art historians will be able to see the 
frescoes more clearly. The differing tech- 
niques of the artists will be thrown into 
sharper focus by the restoration. Art 
historians are already learning lessons: 
the backgrounds of Masaccio’s frescoes, 
now visible again, contain buildings that 
resemble those of the pioneering archi- 
tect, Leon Battista Alberti—before Al- 
berti’s first-known building. 

Olivetti’s chairman, Mr Carlo de Bene- 
detti, said two years ago that he would 
pay whatever the restoration cost. He has 
already handed over a cheque for 500m 
lire ($300,000), and the final sum will 
perhaps amount to that much again. Miss 
Casazza’s team is likely to have finished 
its task towards the end of the year. By 
then, Olivetti will be able to give the 
world a wonderful Christmas present. 


The other Thyssen collection 


LAUSANNE 


The Thyssen collection is one of the finest art collections in private 
hands but only part of it has been on public display. Until now 


Like Frick or Carnegie, the Thyssen fam- 
ily made a fortune from steel and spent 
much of it on works of art. When Baron 
Heinrich von Thyssen-Bornemisza died 
in 1947, his collection was divided be- 
tween his four children. The elder son, 

efan, took his share to Cuba where it 
„as confiscated by Fidel Castro; many of 
the pieces found their way back to the 
auction house Sotheby’s, where they 
were bought by the second son, Hans- 
Heinrich who had inherited most of the 
Italian and Spanish paintings. His collec- 
tion lies admirably displayed at the family 
house in the Villa Favorita in Lugano, 
acquired by Baron Heinrich in 1932 (and 
to which he had the foresight to transfer 


his collection in 1936 from Schloss Ro- . 


honcz on the Austro-Hungarian border). 

Some of the inheritance of the second 
child, the Countess Batthyany, is also 
lodged in the Villa Favorita. Her father’s 
will stipulated that certain paintings could 
not be isolated from the main collection 
whoever owned them. Some of these 
paintings have been bought by Baron 
Hans-Heinrich, who is the only active art 
collector in the family. He has amassed a 
collection of modern art to go with his 
father’s Old Masters. The baron has 
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around 1,600 paintings, and rooms full of 
sculpture, porcelain and carpets. His is 
what is now known as the Thyssen 
collection. 

It is not necessary to go to the Villa 
Favorita to see it. Only part of his collec- 
tion can be stored, let alone displayed, at 
the villa, so over the past five years the 
baron has organised a series of travelling 
exhibitions. At any one time, two or three 
exhibitions culled from his riches may be 
roaming the world, plus individual paint- 
ings on loan to individual museums. The 
baron has made something of a speciality 
of exchanges with Russian museums. This 
summer, visitors to Lugano can see gold 
and silver from the Hermitage in Lenin- 
grad and, from the other end of Europe, 
Goyas that the baron managed to prise 
out of private collections in Spain. 

But the other Thyssen collection is at 
least as interesting. In 1947, Gabrielle 
Thyssen, the younger daughter and wife 
of a Dutch diplomat Baron Adolphe 
Bentinck, inherited her share: most of the 
Dutch, Flemish and German paintings 
from the old baron’s collection, plus some 
fine Chinese porcelain. Unlike her broth- 
er, she has tried to keep the collection as 
it was at her father’s death. Nothing has 
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been added, though some items have 
been taken away (but to point out that, 
for instance, several Rembrandts have 
been sold, is to break a taboo). 

Many of the paintings were last shown 
publicly in Munich in 1930; other parts of 
the collection have never been shown 
except to the baroness’s friends or to 
those visiting select Dutch embassies, 
where a few paintings hung until Baron 
Bentinck’s death in 1970. Most of the 
collection has hitherto lain undisturbed in. 
the vaults of the Villa Favorita. Now, the 
lot (except for a few paintings to keep the 
walls of the baroness’s four houses from 
looking bare) has gone on show in Lau- 
sanne in the other Hermitage, a hand- 
some manor house recently refurbished 
as a private museum. 

The show provides a series of small, but 
pleasant, shocks. There is something 
eerie in seeing sixteenth-century Flemish 
paintings like “The Man with a Glove” by 
Joos van Cleve or the “Madonna and 
Child” by Adriaen Isenbrandt (see pic- 
ture). Both look vaguely familiar—and 
turn out to be variants of better known 
(because always displayed) paintings in 
national collections. Unexpected, too, is 
an odd “Cupid Resting” by Rembrandt— 
so odd that experts long wrangled about 
whether it is by the master (the Amster- 
dam Rijksmuseum’s Rembrandtologists 
now say it is). 

What happens to this Thyssen collec- 
tion after its airing in Lausanne, however, 
is unclear. It has no real home. And if a 
group of French museums which are 
angling for a chance to put it on their 
walls fail to gain permission to do so, it 
may just go back into the yaults of the 
Villa Favorita for another 50 years. 


——— 


Isenbrandt up from the vaults 

















































































of the world 


‘Mr Michael Elliott has understood and 
reported the changes that have trans- 
formed London over the past 20 years in a 
‘way completely. different from those 
‘mainly boring academic tracts which have 
chronicled London’s decline statistically 
without ever capturing the spirit of the 
city and its people. London’s structural 
problems have so obsessed those who 
have studied the capital that they have 
largely ignored the dynamism and confi- 
‘dence that characterise so much of its 
younger cosmopolitan population. 

‘While rightly analysing the decline of 
London's docklands and manufacturing 
industry, Mr Elliott (who was The Econo- 
mist’s political correspondent at the time 
he wrote “Heartbeat London” and has 
now been posted to its Washington office) 
has not ignored the confident entrepre- 
neurial youth economy which has done so 
-much to establish Britain’s predominance 
in popular culture. The transformation of 
young London from the “trendy” 1960s 
to the ‘“‘street-cred” 1980s has had its 
impact on fashion, design, advertising, 


Pop music was spawned by young rebels 
c but is no longer their exclusive preserve. 
< The relationship between pop and poli- 
» ties is fascinating and-a subject of lively 
debate in Britain: a liking for street 
culture is one of the things that distin- 
guishes Mr Ken Livingstone’s “cuddly 
left” from the menace of Militant. Al- 
most any treatment of it should be worth 
reading. 
"In Rebel Rock. (Basil Blackwell; 
£19.50), John Street shows he knows lots 
and lots and lots. From Woodstock. to 
Live Aid, from black consciousness to 
: gay rights, he reveals the tensions be- 
tween ‘conviction and commercialism, 
politics and pretty songs. The right’con- 
_ clusion to draw. would be that the rela- 
_ tionship is in glorious confusion. Some 
musicians just want to get rich. Others 
want to change the world; some, like 
== Bob Geldof, do change it, or:a little bit 


The clearing house 





HEARTBEAT LONDON. By Michael Elliott. Firethorn Press. £5.95. 


tourism, entertainment and, perhaps 
most important of all in the long term, 
Channel. 4 television. Governments and 
councils that fail to understand the impor- 
tance of allowing this youth economy the 
space to grow or which feel they can 
regulate it-into conformity will run the 
risk. of costing London and Britain what is 
likely to become one of its main competi- 
tive advantages over the rest of the world. 

There are several quibbles: Mr Elliott 
perhaps overestimates the number of jobs 
that will come from the redevelopment of 
docklands and underestimates the jobs 
and environmental damage that will come 
from the M25, the roundabout with Lon- 
don in the middle of it. The nature and 
boundaries of the ten regions into which 
he suggests London should be divided 
(see map) are also questionable, though 
they are no less rational than some of the 
existing gerrymandered boroughs that 
have never developed: any identity or 
community of interest. 

But it is when he turns to the problems 
of governing London that Mr Elliott 


I just wanna change the world 


of it. Most do not; nobody knows why. 
Instead, Mr Street tries to stuff his 
expansive knowledge’ into a narrow 
framework. He sets out at the beginning 
of his book, for example, a firm distinc- 
tion between “rock” and “pop”. music 
and returns to it with wearisome repeti- 
tiveness. Some generalisations make 
good sense—“‘rock’s emotional sensitiv- 
ity works against political sophistication 
. . . pleasure is rock's. only consistent 
subject’—but Mr Street wastes much 
time treating rock stars as a breed apart. 
In some ways, they are: Mr Street shows 
how intense are the pressures pop stars 
face—pressures that have: driven Boy 
George, for instance,.to heroin: addic- 
tion. But what forms rock stars’ political 
opinions?. Mr Street rightly, if perhaps 
lamely, concludes by admitting that their. 
views on politics do not distinguish them 
from their fellow citizens. 








produces arguments which I find much 
more to agree with than I would have 
thought. possible. for a writer on The 
Economist... His complaints about. the 
education provisions of the too-small out- 
er boroughs and the too-large Inner Lon- 
don Education. Authority. bring home the 
difficult problems facing the Labour party 
if it is to build up public confidence in 
state schools.. And in his analysis of the 
Metropolitan police, he puts his finger on 
what is potentially the most ‘explosive 
problem: facing those who. now. govern 
London. His is the strongest attack on the 
failings of the Met to come from some- 
body who is not a socialist. With luck, it 
will have all the more impact fòr that. 
Unless the Met is made accountable to 
local politicians, as he suggests, there is 
no chance of improving both its produc- 
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tivity and its standing with the public. 
There is much else in this book that 
local and national politicians need to take 
into account when they think about the 
reorganisation of local government that 
has been made inevitable by the abolition 
of the Greater London Council (GLC). 
is a pity that “Heartbeat London”, whi.. 
correctly predicting that London needs— 
and will undoubtedly get—fewer, larger 
boroughs, ducks the issue of whether or 
not to recreate a GLC-like body. But it is a 
greater pity that the, book was not avail- 
able in May 1981, when the Labour party 
was elected to take charge of the GLC. 
Had the reporters who descended on 
County Hall to write about the “Red 
Terror Coup in London” been able to 
read this book, they would have. under- 
stood better what the Labour GLC was 
about. Mr Elliott sets the council in ‘the 
context of London. His book shows that 
something like the. Labour council was 
almost inevitable given the changes that 
had taken place. To have understood 
that--while almost the whole of Fleet 
Street remained (and remains) in igno- 
trance of the.city in which it is situated—is 
no small achievement. 
_Ken Livingstone 
Arts and Books continues overieat, 
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This, the nineteenth edition of The World Bank Atlas, 
Business managers trading into some of the richest 
and most sophisticated global markets now need to 
understand reciprocity as well as those trading with the 
Third World. This Report offers heip on contracts, 
insurance, tax and management issues before turning 
to 16 leading markets to study barter, countertrade 
and offset in action. 

Special Report No 243 published March 1986. Price including 
postage: UK & Europe £200; N. America US$298; Rest of World 


EXPORT PROCESSING 
ZONES IN THE 1980s 


At mid 1984 there were 79 export processing zones in 
35 Third World countries. This edition offers a unique 
analysis of the facilities available, now increasingly 
refined in the direction of science parks, flexible 
bonded warehousing, the inclusion of service indus- 
tries and access to local markets. 

Special Report No 190 published March 1985, Price including 
postage: UK & Europe £95; N.America U5$185, Rest of World 
£98. 


SADCC: Progress, 
Projects and Prospects 


The SADCC states’ decision to coordinate development 
and delink from South Africa without forming a 
conventional. common market met with initial derision. 







© PERSONAL INCOME TAX SYSTEMS UNDER CHANGING 
ECONOMIC CONDITIONS. This searching analysis of 
national tax systems in OECD countries is at a level of 
comparability never before achieved. 


.. copy(ies) ISBN 92-64-12788-5, £ 15.00, F 150.00, 
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œ AN EMPIRICAL ANALYSIS OF CHANGES IN PERSONAL 
INCOME TAXES. A supplement to the report listed 
above, this quantitative analysis shows how inflation, 
economic growth, and changes in the number of tax- 
payers have affected personal income tax liability in 
17 OECD countries. 


.copy(ies) ISBN 92-6412778-X, £ 4.00, F 40.00, 
US $ 8.00, OM 18.00. 







ing an 
economic and social data. 
DOLLAR GNPS OF THE USSR AND EASTERN 
EUROPE : 


Paul Maror 
£20.00 0 8018 3123 7 
World Bank/Johns Hopkins 

This book documents the fi vi an oconpuira He research 


gover NPs and growth rt 

GNPs and rowth rates of central 

economies (CPEs). oe Bulga ria, 
Cuba, Czechosio 











































» THE TAX BENEFIT POSITION OF PRODUCTION WORK- 
ERS 1979-1984. Examines the income tax and social 
security contributions paid at production worker income 
level, and the family benefits received. Also describes 
the personal income tax and social security systems in 
each country. 
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This Report considers the options open to firms: the 
merits of alternative locations, key fiscal and cost 
determinants. Costs in ten major industrial countries 
are compared with those in 25 developing or semi- 
industrial ones. 
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Japan 


Is the Japanese 
miracle ending? 





THE SUN AT NOON. By Dick Wilson. 
Hamish Hamilton. 265 pages. £12.95. 


The magazine Japan Echo recently con- 
sidered how best Japan should prepare 
itself to take over the leadership of the 
world. Being economically powerful is 
not everything, it conceded. If Japan’s 
“new world order” is to prove a stable 
replacement for the Pax Americana, such 
tricky matters as military, cultural and 
political strategies have to be thought out. 

If this sort of talk disturbs you—and it 
is not uncommon both within and outside 
Japan—take comfort from Mr Dick Wil- 
son’s book. Forget about Japan overtak- 
ing Russia and America and becoming 
the world’s richest country, with the aver- 
age Japanese twice as rich as anybody else 
by the end of the century. Despite the 
remorseless increase in real GNP (see 
chart), the rising sun has reached its 
zenith, he says, thoughtfully explaining 
the title of his book. Neither does Mr 
Wilson think that the Japanese have 
much taste for geo-political meddling. 
They have declined even to help their 
neighbours—China, Taiwan, and the two 
Koreas—to settle their disputes. 

Mr Wilson sees Japan as rather an 
inward-looking country which has tried to 
stay free of international entanglements. 
Its expansionist successes in the 1930s and 
1940s, when it temporarily grabbed a 
large part of East Asia, were due to 
special circumstances, and should not be 
taken as a guide to the future. He does 
not agree with the succession of western 
prophets—like Oswald Spengler, Arnold 
Toynbee and Herman Kahn—who have 
awarded the next century to Japan. 

Futurology apart, Mr Wilson has writ- 
ten a convincing account of modern Ja- 
pan. Rather than try to elevate the Japa- 
nese into a super-people, he shows them 
as an ordinary lot who have spent the best 
part of a lifetime overcoming the disaster 
of defeat, who are mildly surprised at 
what they have accomplished and are not 
sure what to do next. Instead of idolatry 
or envy, they need the sympathy and 
understanding of a world that is still 
largely managed by white Christians root- 
ed in European culture. 

Even if Japan does not end up running 
the world, Mr Wilson concedes that it will 
remain a rich and important country. It 
will do something useful with all that 
money. Good works, perhaps. As Japan 
emerges from its “American period”, as 
what Mr Wilson calls the MacArthurite 
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clothes fall away, it might set out to teach 
the rest of the world the Japanese art of 
“reconciling modernity with nature”. Ja- 
pan as philanthropist, a Getty of the 
twenty-first century? Perhaps. But the 
world will miss its Japanese threat. 


British cars 
Rover chained 


INNOVATION AND THE AUTO INDUSTRY. 
By Richard Whipp and Peter Clark. 
Frances Pinter. 224 pages. £18.50. 





The only British-owned producer of cars 
in volume has just changed its name 
again, to The Rover Group, and has 
launched a new model, the product of a 
collaborative deal with Honda. It is the 
latest in a long line of make-or-break 
efforts by what used to be called British 
Leyland (BL). This book looks at one of 
the first such efforts. It is a case study in 
the often detrimental effect of mergers 
upon innovation. 

The Leyland Motor Corporation and 








British Motor Holdings (BMH) had al- 
ready absorbed most of Britain’s car and 
truck industry by the time they fell into 
each others’ arms in 1968 to form British 
Leyland. Both groups included a special- 
ist car producer: BMH had Jaguar Cars; 
Leyland the Rover company. Jaguar and 
Rover had strong engineering traditions 
and loyal customers but their fates were 
to be different. Jaguar was permitted to 
go its own way and, in 1984, was floated 
off independently. Rover was prevented 
from making the executive car that it 
thought could compete with Jaguar and 
was chosen instead to make a new medi- 
um-sized saloon. 

The car, the spi, was an ill-starred 
undertaking. Rover’s managers were con- 
stantly second-guessed by BL’s top brass. 
A new factory was built but both the car 
and the methods used to produce it 
seemed old-fashioned when the vehic 
was launched in 1976. It never achieveu 
the hoped-for sales. In drawing lessons, 
Messrs Whipp and Clark stress the impor- 
tance of all sorts of innovation—not just 
in design and production, but in planning, 
labour relations and working practices. 
They are suspicious of talk about “‘econo- 
mies of scale” and “the globalisation of 
the car industry”: these are supposed to 
mean that a few big companies will make 
a small range of cars that will sell in all 
markets. In fact, most executive-carmak- 
ers—Jaguar, BMW, Porsche, Saab—are 
independent and show few signs of the 
urge to merge (Mercedes bought another 
company this year, but it was AEG, the 
electrical group). 

Had Rover remained independent, its 
fate might have been happier. In 1967, it 
was profitable, had a successful range of 
models and had plans for products that, 
with hindsight, would probably have so’? 
well. Struggling BL’s decision to call itse 
The Rover Group is an ironic end to 
Rover's independent history. 
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Have all the advantages 
of a bank account in 
LUXEMBOURG, without 
actually being there. 


To discover the advantages of banking in Luxembourg 
with BCC „all you have to do is to simply mail the attached 
coupon. We will promptly despatch to you by airmail our 
booklet containing detailed information about banking 

in Luxembourg. 

The BCC Group has offices in 72 countries, its Capital 
Funds exceed US$1,200 million and total assets US$17,000 
million, The Head Office and branch ofthe Bank of Credit 
& Commerce International S.A, in Luxembourg enable 
you to make full use of the unique advantages offered in 
Luxembourg which include:- 


1. Total confidentiality of 
investor's affairs by the laws 
of Luxembourg. 


2. The benefits of being able 
to. open and operate an 
account in Luxembourg 
without actually going 
there. 


3. investments and deposits 
made by non-residents 
are totally tax-free 
and there is no with- 
hoiding tax on interest 
ordividends. 


4. Luxembourg is.a stable, 
prosperous financial 
centre in the heartof 
European Economic 
Cammunity. 


Mail this coupon for your FREE 
copy.of “International and 
Personal Banking in Luxembourg” to ee 


BANK OF CREDIT AND COMMERCE 
: | NTERN ATIONAL S.A. 25 BOULEVARD ROYAL, PO BOX 46 


LUXEMBOURG, TELEX: 2267 BCCILU 
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If you have sterling funds to invest, find out about th 
Sterling Money Account managed by offshore bankers, 
Tyndall & Co (Isle of Man) Ltd. 


You earn high interest (the result of Tyndall Group's 
muscle in the money market) and enjoy the convenience 
ofa cheque book for all normal banking services, including 
instant access to your funds, and payment of large bills 
(minimum cheque £250). The account can also be used for 
standing orders. 

Investment is in UK banks, local authorities and . 
building societies. Interest is credited four times a year, with 
the interest itself earning interest to give you an even higher 
return (currently 9.98%). Post the coupon for details. 

* Rate at time of going to press. 


To: Tyndall & Co. (Isle of Man) Ltd, Dept 
PO Box 62, Tyndall House, Kensington Rd, Douglas, 
| Isle of Man, U.K. Tel: (0624) 29201. Telex: 628732. 
| Please send me details of Tyndall Money 
Accounts. Sterling] US Dollar O 


| Name 
| Address 
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‘The “big bang” that blows up 
xed commission rates and other 
estrictive practices in the City on 
October 27th will also change the 
way the British life assurance 
ndustry sells its life policies. 
After years of unease about 
ggressive selling methods—in- 
‘luding cold-calling, cold-phon- 
ing and even accosting people in 
he © street—the government's 
white paper on investor protec- 
n, published in January 1985, 
et new ground rules, The task of 
moulding the rules into a work- 
able framework fell to the Securi- 
ties and Investments Board and, 
ore specifically, the Marketing 
of Investments Board Organising 
Committee. MIBOC’s latest paper, 
“Life Assurance and Unit Trusts 
and the Investor’, published in 
April, tackles three problems: 
Status of salesmen. The com- 
ttee proposes to do away with 
the “tied agent”. At the moment, 
salesmen who describe them- 
selves as “independent financial 
advisers” often have a primary 
loyalty to a particular life compa- 
ny but are permitted by that com- 
pany to place business with other 
companies. When the financial 
fvices bill becomes law, MIBOC 
oposes to tidy this up by creat- 
ing two separate classes of sales- 
men: independent intermediaries 


Table 2: Best and worst 


Fewer feet in the door 


and company representatives. A 
salesman will be legally bound to 
clarify his status when meeting a 
client. Under the bill, misrepre- 
sentation or an attempt by a com- 
pany representative to place busi- 
ness with a company other than 
the one he works for will both be 
criminal offences. 

The distinction being drawn 
between company salesmen and 
independent advisers still leaves 
room for abuse. How, for exam- 
ple, does MIBOC cope when an 
“independent” adviser is not tied 
to any company but sells a poorer 
policy to a client because United 
Optimistic rewards -him with a 
better holiday than Municipal 
Hopeful? mrsoc says it will pro- 
scribe such incentives. 

@ Salesmen’s commissions. Un- 
der MIBOC’s proposals, these will 
either have to fall within the 
limits of an industry-wide “com- 
missions agreement” (details of 
which will be available to the 
policy-buyer), or will have to be 
disclosed in full and compared 
with the commissions agree- 
ment’s going rates. 

@ Disclosure on policies. MIBOC 
proposes that under a 14-day 
mandatory “cooling-off’’ period, 
the customer will be informed 
exactly which kind of product he 
has bought, his financial commit- 


ive and bottom five companies in each category, in descending order of total sums paid on policies described in table 3. 
Projections} 


ment, the tax implications and 


the surrender value of the policy, 
if any. 

The industry's critics are 
pleased about. the proposals to 
*ban tied agents but are not satis- 
fied with the way the rest of 
MIBOC’s proposals rely heavily on 
such imprecise notions as “best 
advice” and “product suitabil- 
ity”. They say the industry’s re- 
cord does not inspire confidence 
and that stricter, clearer regula- 
tions are needed. 


Terms of endowment 


The improvements brought by 
better regulation will be limited 
so long as people taking out life 
assurance policies in Britain re- 
main loth to ask questions and to 
shop around. The Economists 
annual survey of over 40 life 
offices covers past performance 
of with-profits and whole-life pol- 
icies and projected future perfor- 
mance, and provides details of 
term-assurance policies and sur- 
render values. It again reveals 
marked differences between the 
rewards offered by different 
companies. 

Consider the 29-year-old non- 
smoking man planning a 20-year 
term policy. If he is lucky he will 
take out his policy with Friends’ 
Provident, which for an annual 
premium of £100 will pay his 
dependants £90,000 if he dies 
within the term (table 2, and 
table 3, column 13). Friends’ 
Provident has offered the best 
deal in this category for the past 
five years. Equitable Life is in 
second place for the fifth year, 
offering to pay £86,607 on death, 
whether the customer smokes or 
not. 





- Under a similar policy with 
Eagle Star, the 29-year-old’s de- 
pendants would receive only 
£42,857, or less than half Friends’ 
Provident’s payout. It is hard to 
look at such disparities without 
concluding that people in Britain 
buy assurance policies with: less 
care than they buy a washing 
machine. 

Term assurance is probably the 
most cost-effective way for the 
29-year-old to provide for his 
dependants should he die before 
middle-age. More costly is a non- 











Table 1: Surrender values” 


Best 

Norwich Union £2,071 
Standard Life £2,066 
Scottish Amicable £2,049 
Scottish Widows £1,921 
National Provident £1,831 
Worst 

Wesleyan & General £1,2 
Sun Life of Canada £12. 
UK Provident £1,243 
Scottish Equitable £1,191 
Sentinel £1,153 
*Col 11 on table 3 


profit whole-life policy. At its 
most basic, this pays out only on 
the death of the holder, but it will 
do so regardless of the age at 
which he dies. 

For the fourth year running, 
General Accident (formerly list- 
ed under Yorkshire General) of- 
fers the best non-profit whole-life 
policy, paying £13,370 on death 
(table 2, and table 3, column 12). 
Refuge, fourth from bottom in 
the 20-year term stakes, comes 
last with £8,052 on offer. 

The “performance gap” is no 
less spectacular in the league of 
actual results (table 2, first four 
columns). A whole-life policy 
















































fuenber refers to table 2. {Policies maturing or effecting on May 1, 1986: f#non-smoker rates. texcludling terminal bonus. : 
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. with profits non profit with profits 

Endowment Endowment 15-year 10-year endowment 25-year endowment 
policy in force policy in force endowment with profits with profits 
10 years 25 years policy at death eo et PENESTE VERTETE = wi 

after 10 years Whole life 20-year including Excluding Including Excluding 

term terminal bonus terminal bonus terminal bonus terminal bonus 

(cot 6} {cot 9) (col 10} {col 12) (co! 13) (col 15) {col 16) {col 18} (co! 19) 
Scottish Amicable Standard Life Standard Life General Accident Friends’ Providenttt Standard Life Scottish Lite Scottish Life Eagle Star 
Standard Life {£13,482} (£3,651) {£13,370} (£90,000) (£2,390) (£1,519) (£15,828) (£8,773) 
(£2,448) Friends’ Provident Equitable Life Scottish Provident Equitable Life Scottish Amicable Clerical Med & Gen Friends’ Provident Life 
Friends’ Provident Clerical Med & Gen Scottish Widows Ecclesiastical Scottish Equitabiett Clerical Med & Gen Friends’ Provident Standard tite Commercial Union 
Equitable Life Norwich Union Ecclesiastical Equitable Life Commercial Uniontt Friends’ Provident London Life Peart Scottish Life 
Scottish Widows’ Scottish Widows’ Cterical Med & Gen Colonial Mutual Sun Allancett Equitable Life Colonial Mutual Scottish Amicable London Lite 
Wesleyan & General Refuge Sun Life of Canada Provident Life Marine & General Prudentialtt Sentinet Pradentialtt Comhill 
Scottish Equitable Marine & General Scottish Equitable National Mutual Refuge Sentinel Prudentialtt Sentinel Marine & General 
Sentinel National Mutual Cornhill Royal Life Pearl Marine & General FS Assurance Marine & General Equity.& Law 
Comhill Lite Association of Sentinel London & Manchester Royal London Provident Litet Marine & General Provident Lifet Sentinel 
Provident Life Scotland Provident Life Refuge Eagle Star Comhitl Combhiil Cornhill Refuge 
(1 380) London & Manchester (£2,058) (£8,052) (£1,208) Gay (86,802) (£5,653) 


- Table 3: Life assurance comparisons , 





Eo ry 














or a monget ws m 
pg 20-year term ‘ 
Whole-lite policy Endowment policy Endowmeng policy 15-year endowment Whole-ife assurance 10-year endowment policy 25-year endowment policy 
in force 40 years in force 10 years in force 25 years policy after 10 years policy {non-linked) 
Payable on Payable on 
Sum Sum Claim Surrender -Sum Sum Sum: Payable on terminal Sum» Payableon terminal 
assured Bonuses Total assured Bonuses . Total assured Bonuses Total ondeath value. assured assured assured maturity bonus assured bonus, 
(} @ (3) (4) 6} 6) a) @ Q) (10) mmo ug U8) (14) (15) {16} (17) {18) (19) 
£ £ £ £ ee £ £ £ £ £ £ £ £ E a £ £ £; 
Clerical Medical & General 4,102 25,989 30,09 91 4375 2276- 2385 10,322 12707 3,355 -1399 10,27 p3 w 92 2,249 1,482 2277 12,919 7804 
Colonial Mutual 4,324 26,154 30,478 930 895° 1825 2405 48286 10.691 2776 1,328 12.20 959 1,966 4,467 2.270 12,430 6.719 
Commercial Union 3,809 . 22,318 26,127 907 L0 1907 2,272 8499 10,774 2867 1,559 11308 AS 84i 1.705 1,421 2,050 10,238 8,992 
Co-operative 439 22451 28,847 0O 108E 14,98 236 7,779 10445 2808161 8 — 2,348 ~ 
Comhill ~ ~ - 979 4T 1,466 ~- - _ 2,237 1,661 9978 52.741 798 1,208 4,171 2,292 6802 $, 
Crusader _ _ es; 905 O14 4819 2222 6627 8849 278 145 1035 {79310 858 14.099 41452 2123 11,27 7,908 
Eagle Star 4,363 20,860 25,223 922 960. 4882 2,407 6887 92% 2807 1,458 10,000- 42,857 823 1,758 1.390 2,408. 13,106 8773 
Ecclesiastical 4,597 26,920 31,517 g8 4277- 2275 2563 8982 11.54 3388 14467 12,774 -82,800 w3 2,018 1392 2,322 9,906 6,831 
Equitable Lite 3.774 27,797 357 gi- 1,375 2306 2410 8,688 11,098 3501 1,491 12,630. 86,607 897 2,481 1,449 2472 11,987 73r 
Equity & Law 4,494 44,301 48,795 874 1216 20% 2,385 8638 11,021 3128 1685 9292 88.815 8t 2m2 LR 209 o nA 6,187 
Friends’ Provident 4,047 31.805- 35,852 920° 1424 2,344 2365 10,638 1308 3M 148 — 000) 908 224 1475 2267 14980 7677 
FS Assurance = men - 925 784 170 ~— — — 2576 1848 973 54,214 833. 1,612 1,281 2,085. 10,269 6,699 
~ al Accident 4348 22,534 26,682 M7 7 tB 2410 7,249 9,659 2764 1433. {13.370 (70,562 (BST) (1,740) {1,366}. (2,054) (10,985) (7,307 
lian Royal Exchange 4,095 40,765 44860 B76 14,231 2107 234 9168 11,532 3175 4423 9587. {7979 78 1, 1433 2440 8770 787 
_ & Gene ~ = “e 868 916 484 2392 81437 10,529 2675 1399 10.92 89,827 879 1,816 4372 2458 1:583 710%: 
Life Association of Scotland 4068. 13,13 17,201 919 618152380 6038 8368 26% 1390 11,703 52,588 885 14,782 1,398 223 13,20 7,373 
London iie 4274. 23443. 27,417 43° 102 «1,985 2449 807 10,466 2998 150 109 MWM 8&3 195 4,473 2249 1292 8,082 
London & Manchester 4,262 14,971 16,233: 992 9027 1359. 230 5.42 7723 26% 138  &059 5,510) - 874 1,788 1,421 2,515. 8,847 6,562 
Marine & General 4308 16,855: 21,163 -904E -974 1,878. 2389 609 8464 2863  fA6I 9609 0.605 82 1,423 123 240 754 62W 
Manutacturers tite ~ — ~ oe _ — — — ~- — 1023 (74.000) 986 1,624 143 252 giu TIR 
National Mutual 4240 21593 25,893 W9 402 L0 2,247 615 8392 2980 1469 gi S88 855 1902 1406 2486 12,438 78t 
National Mutual of Australasia 3876 21.048 2494 10V g2- 195 2721 762 10,350 2993 1,43 9865 SM7. - 3 172 1332 2450 11350 6,834 
National Provident 4006 18,347 2243 > 867 1412. 4,979- 2537 6756 9293 3009 14,831 11238 8252 887 2008 136 2229 10475  §%4 
Norwich Union 4.075 28.810 32,885 go 1273 2203 247 S990 24 3ni 2o _ (77.320) 877 1,946 1,429. 2274 11.248 rie 
Pearl 444 BSG 28,410 908 g5 4,873 2359 890 11,259 2812 1491 9433 48,387 2 19 1358 2080 418R sat 
Provident Lite ~ ~ n 869 St iW — — — 2058 155 S27 60 H0O LIH 437 1800. 7M 7M 
Provident Mutual 4109 27,559: 31,068 956 Bg- «1900-2451 7,658 10,110 284 130 10.2277 6.217 BB 189 LM 294 12,007 6815 
Prudential 4420 23252 27,672 =M. LO R9 2393 7 10953 3o 15e {0,33 70.400) (812) aay (La (2080) (8200 (72) 
Refuge 4478 VAS AR g0 L24 2,144 2326 6387 873 323 145 802 492 2, 146 239 95% 5,653 
Royal Life r 4027 19,125 23152 . I ME 187 23657 7,95 262 2764 1384 904 80,204 824 18% 136 1989 TON 868. 
Royal London Mutual 4,285 21,082 25,37 6 90- 1566 2,312 8208 10.520 2824 1404 -988 476 860 — _ 2,308 ~ 
Scottish Amicable 4.152 26,768 32,920 gt. 4487 248- 2273 979 12,086. 3166 209 11,250 65,500 “886 220 438 218 MIH TA 
Scottish Equitable 4255 18,902 23,157 an 832. 4659 2312 6453  &765 2480 119 9565 (8,615 858 4.758 1358 207 99% 642 
Scottish Life 4278 25,404 29,682 © 809-4178 2.078 2338 NNE HE JU 174 WM 83,714 915 2126 4519 2288 15,88 Bo 
Senttish Mutual (4,404) (32,306) (26,800) 4898) (t201) {2099 (2.415) (9.0398) (11453 {3,153} {f371) {11,002 (75.91) (865) (2,084) (Fa (2,120) (12,186) (7,174 
Scottish Provident 4,948 22,495 27,443 924 $i E 236 8765 HI 2753 1675 {204 (65,750) 1,664 14tt 2.109 11,083 7,488. 
Scottish Widows’ Fund 40% 32,430 6,526 3. 146 2207 2332 980 1212 34n 14,921 ~ £80,320) (836) (2,128) {1373 (2,083) 0204 (7,189) 
Sentine! ~ = ~ 996623. 15W 239 67M 9438 2197 1153 1190 65.517 Bg 1489 1a AIT 8187 : 
Standard Life 4,103 41,29 45332 Me 1532 248 2297 11185 143,482 3651 2066 10.652 62.671 877 2490 148 2154 44792 
Niliance 4012 29,016 33,028 895- 1,069 14984 2334 8750 11,084 2953 4775 10570 (83,353) 873 1982 A3 2488 12,979 
fe of Canada 4132 17,575 21,707, RI 82 t73 2387 6619 8986 253 14272  — (02,096) 87 183 J 2,207 12,857 
won oll 4133 19,225 23,358 910 8 479 2347 6464 BEH 268i 1,302 11,463 MA7 Sel _ ~ 227. 10,644 
UK Provident 4180 22992 271442 939 9B 1,927 229% 7892 10,187 2780 1.243 ~ aoe ~ = = ~ co” 
Wesleyan & General 4342 19,988 23,580 927 769. 1,686 2,974 G33 BTA 2572 1,282. 9555- $2,222 n 144 2,311 11,826 
Figures in brackets are for non-smokers. Some sums esouari i. odlariis 14 and 17 are blow the minimum policy witten. fone promniarii consa it sods in BY ad Ai. “Based on gross annual premium of £100 j 


able by a male aged 30 next birthday. ttExcluding terminal bonus. §Now acquired by Friends’ Provi 


with Equity & Law, in force for 
40 years. and becoming a claim on 
May 1 1986, would have pro- 
duced £48,795. The same policy 
with London & Manchester 
would have paid out £16,233, 
barely one-third as much. For a 
ten-year with-profits endowment 
policy maturing on May 1 1986, 
the differences between top and 
-bottom are smaller: joint winners 
Scottish Amicable and Standard 
Life would have paid out £2,448, 
14 times the £1,380 on offer from 
Provident Life. 

The with-profits projections in 
table 2 (and columns 15, 16, 18 
and 19 of table 3) should be 
treated with more caution than 
the other comparisons. With- 


profits policies pay two types of 
bonus: reversionary and termi- 
nal. Reversionary bonuses are 
paid each year and compounded. 
They are rarely reduced. and of- 
ten increased. Terminal bonuses 
are paid when the policy matures. 
The difficulty, for The Econo- 
mists comparative purposes, is 
that companies sometimes refuse 
to quote terminal bonuses in their 
projections, and consequently 
ear among the laggards 
(Provident Life is one example). 
They will almost certainly pay 
bonuses, however. 
Beware of impressive bonus 
projections—they may be based 
on too-optimistic assumptions. 


_ The Association of British Insur- 





ers has half an answer. From 
November, its members will base 
pay-out forecasts on an estimated 
“investment return” (rather than 
on current bonus rates) with an 
initial pre-tax ceiling of 13% a 
year. But 13% is still pretty bull- 
ish, and which life office will dare 
forecast less? 

Until November, it is safer to 
look at columns 16 and 19, bear- 
ing in mind the caveats. There, 
the gulf between munificent and 
miserly is less likely to be eroded 
over the years. Unless, that is, 
your life company drops dead. 
United Kingdom Provident Insti- 
tution cut both its interim rever- 
sionary and its terminal bonuses 
when. it was forced (because of 




















unwise investments). to merie 
with Friends’ Provident in Apri 
this year: ; 
Cashing in a life policy early 
rarely worthwhile. Because 
the commissions and administr. 
tive costs being wrung from earl; 
premiums—so-called front-end 
loading—most policies return lit 
tle during the first five years 
Table 1 gives an idea of the cash 
in value of a 15-year endowme 
policy taken. out ten years. a) 
and surrendered on May 1 1986. 
As in the past two years, Norwich 
Union is standard-bearer here 
with a refund of £2,071. Sentine! 
once again brings up the rear wit! 
£1,153 to show for ten years a ane 
£1, 000 of premiums, 


The newly opened £2.2 million extension at 
Essos Research Centre in Abingdon, adds seven fully- 
automated, computer-controlled engine test beds. 
Esso in Britain now operates the 
largest and most advanced European 





laboratory, testing the performance of fuels and lubri- 
cants in engines. 
Esso is a world leader in this field of research, 
which supports our commitment to producing 
the highest quality petrol and lubricants. 
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APPOINTMENTS 


New Zealand institute of 
Economic Research 


SENIOR RESEARCH ECONOMIST/ 
RESEARCH ECONOMIST 
RESEARCH ECONOMIST/ASSIS- 
TANT RESEARCH ECONOMIST 


The Institute wishes to fill two posts and 
invites applications from well qualified 
applied economists in any field of eco- 
‘nomics. However, some preference will 
be given to specialists in the fields of 
macroeconomics, energy/resource 
economics and computing/economet- 
tics. The posts are full-time permanent 


appointments, but applications for se- 
condment or part-time positions will be 
considered. 


The institute offers terms and condi- 
tions competitive with government, uni- 
versities and private companies, with 
salaries comparable to the Lecturer 
and Senior Lecturer scales at New 
Zealand Universities. 


Applicants are invited to send a curricu- 
lum. vitae and the names. of two refer- 
ees to John Gallacher, N.Z Institute of 
Economic Research, Private Bag, Wel- 
lington, New Zealand, 
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Ref: C86/129 











stimulation. 
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Faculty of Business and Management 


Applications are invited from men or women for the 
following Professorships, based at Jordanstown. 


PROFESSOR OF 
APPLIED ECONOMICS 


Applicants should have postgraduate qualifications, 
teaching experience and a proven record of research 
in areas such as industrial economics, regional 
economics, economic forecasting and policy 


The person appointed will be expected to lead the 
research within the Department of Economics and 
Manpower Studies, and to attract funds from industry 
and other sources. This would require a record of 
research achievement and an established ability to 
employ applied econometric techniques. 


PROFESSOR OF FINANCE 


Applicants should have postgraduate qualifications, 
teaching experience and a proven record of research. 
Preference will be given to candidates with an interest 
in European and International Finance. 


The person.appointed will be expected to lead the 
research within the Department of Accounting and 
Finance, and to attract funds from industry and other 
sources, Other duties will include participation in 
teaching, course and subject development, and 
contributing to appropriate planning and 
administrative activities of the University. 

A Graduate School of Business is being developed, 
centring on established masters degrees and research 
centres with international links, particularly to Europe. 


Salaries will be within the approved Professorial 
range: current minimum £19,010 per annum; 
average £22,340 per annum (under review). 


Further details and application forms may be 
obtained from the Staffing Officer, University of 
Ulster at Coleraine, Cromore Road, Coleraine, Co. 
Londonderry BT52.1SA (telephone Coleraine 
(0265) 4141, Ext 225) to whom applications should 


wit. be sent not later than 8 August 1986. 


(3) University of Ulster 











AGRICULTURAL POLICY | 


The National Farmers’ Union has a vacancy for a person, likely to 
be in their late twenties, fo assist in the analysis and development 
of agricultural policy, particularly as it arises from the operation of 
the CAP in the UK. Applications are invited from persons with a 
good academic record, a sound knowledge of the CAP and some 
experience of dealing with economical and political issues. An 
ability to draft clearly and concisely is essential and a working 
knowledge of French desirable. 


Salary will be according to age and experience. 


Further particulars from Personnel Director (BRK), Agricul- 
ture House, Knightsbridge, London SW1. 


















































Economist 
Circa £11,800 pa 


Lloyds Bank Economics Department 
in the City of London wishes to recruit an 
Economist for the section covering the 
‘UK and North American economies and 
international economic developments. The 
post would involve the use of computers, as 
well as written work. 


The successful candidate is likely to have 
a good first degree or (preferably) MSc in 
Economics, with emphasis on monetary 
economics, and some knowledge of 
econometrics, gained either while studying 
or possibly as a postgraduate research 
student. l 


The remuneration package includes a 
contributory pension scheme, advantageous 
loan facilities, a profit sharing scheme, an 
annual bonus and subsidised lunches. 

Please telephone Personnel Recruitment - 
on.01-626 1500, ext. 3106 for an application 
form, or write to: 

Lloyds Bank Plc, London Recruitment 

Office, 7th Floor, Black Horse House, 

78 Cannon Street, London EC4P 4LN. 













































A THOROUGHBRED AMONGST BANKS. 











APPOINTMENTS 








Graduate Trainee for 
Economic Research 


For the graduate with strong ambitions to develop a career in 
finance, there could not be a better introduction to the world 
of international banking than this trainee appointment, 
currently available in the busy Information Genes of the 
London operation of one of the world’s Top Twenty UK- 
based international banks. 

Here you will undertake research and preparation of macro- 
economic country profiles, industry studies and other 
marketing support material for the Group. In addition to'a 
degree in Economics, you will ideally be fluent in a second 
European language. This position is open to recently 
graduated applicants. 

There is an attractive salary and banking benefits package for 
the person with the right qualifications for this position. 
Please write with sufficient details of your academic 
background and personal profile to make an application 
form unnecessary to: Mary North, Personnel Department, 
Scandinavian Bank Limited, 2-6 Cannon Street, 

London EC4M 6XX. 

Only applicants who can work in the UK without permit restrictions 
need apply. ` 
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CITY 


UNIVERSITY 


BUSINESS SCHOOL 


Visiting Lecturers for 
The Stock Exchange Programme 


Those with suitable qualifications and experience are invited to apply to 
teach as visiting lecturers on evening courses which The City University, 
from. September, will run to repare candidates. for the Registered 
Representatives and Registered fia ers examinations recently introduced 
| by The Stock Exchange to help to establish professional criteria for. those 
` who wish to engage in investment business. 


In addition, the following courses will be run to prepare candidates for The 
Stock Exchange’s new Securities Industry Examination:— 



























Regulation and Compliance 
interpretation of Financial Statements 
Investment Analysis 

Private Client Investment Advice and 
Management 

Fund Management 

Bond and Fixed Interest Markets 
Financial Futures and Options 
Institutional Investment Advice 
Applicants should send a copy: of their curriculum vitae as soon as possible, 
and no later than Friday 25th July, 1986, to: Sarah Houghton, Co- 


ordinator, The Stock Exchange Programme, The City University Business 
School, Frobisher Crescent, Barbican Centre, London ECZY 8E B. 


:: Remuneration will be negotiable. 





















University of Warwick 
institute for Employment Research 


RESEARCH FELLOWS/ 
ASSOCIATES 


Applications are invited for two re- 
search posts in the Institute. Candi- 
dates should have a good degree in 
economics or related subject, prefer- 
ably at postgraduate level, and a strong 
interest in applied research in the 
labour market field. The appointments 
are of up to three years’ duration, 
commencing on 1 October 1986 or as 
sóon as possible thereafter. Salaries 
willbe within the Research Range IA 
(£8,020 to £12,780 pa, under review). 
Applicants wishing to work part-time or 





be considered. Applicants seeking a 
more senior post may also be. consid- 
ered in exceptional circumstances. 


Applications, enclosing cv and giving 
the names of three referees, should be 
made to the Director, Institute for Em- 
ployment Research, University of War- 
wick, Coventry CV4 7AL, from whom 
further particulars can be obtained. The 
closing date for applications is Friday 8 
August 1986. i 


RESEARCH STUDENTSHIPS 


Applications are also invited for two 
two-year research studentships ten- 
able from 1 October 1986. Further 
particulars and application forms: may 





propose job-sharing arrangements will be obtained from the above address: 
University of Auckland University of Surrey 

New Zealand Department of Economics 
DEAN—FACULTY OF COMMERCE 


(carrying with it a Personal Chair) 
Applications are invited for this newly 
established position within the Faculty 
of Commerce which includes. the De- 
partments of Accountancy, Economics, 
Management Studies and the Graduate 
School. of Business. The successful 
applicant, who shail be appointed to a 
Personal Chair, shall, in addition to 
customary duties as Dean of the Faculty 
of Commerce, be the academic and 
administrative head of the School of 
ce-and Graduate School of 
Business.of the University. Appoint- 
ment to the Deanship shall be for five 
years initially, and will be subsequently 
reviewed every three to five years. If the 
appointee ceases to be Dean he or she 


- will become a member of the Depart- 


ment. relevant to his or her Personal 
Chair. 


Salary will be established within the 
range NZ$62,000-$77,500 per annum 
having. regard for qualifications and 
experience of the candidate concerned. 
Conditions of Appointment and Method 
of Application are available from the 
Assistant Registrar (Academic Appoint- 
ments), University of Auckland, Private 
Bag, Auckland, New Zealand, or from 
the Secretary General, Association of 
Commonwealth Universities (Appts), 
36 Gordon Square, London WC1H OPF. 
Applications close 31 August 1986. 


The Queen's Unive 
of Belfast ses 


CHAIR OF 
GEOGRAPHY 


Applications are invited from suitably 
qualified candidates. for the Chair of 
ography, which becomes available 


4-on the retirement of Professor W. Kirk. 


The appointment will-be from 1 January 
1986 or such other date as may be 
arranged. Salary ‘will be within the 
professorial: range with contributory 
pension rights under FSSU or USS. 


Further particulars may be 
obtained. from the Personnel 
Officer, The Queen's University of Bel- 
fast, | N, Northern Ireland. Clos- 
jcc mber 1986. (Please 


LECTURESHIP IN ECONOMETRI: 


The Department of Economics wishes 
to appoint a lecturer to commence 
duties as soon as possible after 1 
October 1986. The person appointed 
would take responsibility for teaching 
econometrics and quantitative. meth- 
ods at both the undergraduate and 
postgraduate levels. The successful 
applicant would also be expected to 
have a lively interest in economic. re- 
search. it is intended that the appoint- 
ment will be made towards the lower 


end of the lecturer's scale. 


Salary will be in the range £8,020- 
£15,700 per annum according to age, 
qualifications and experience. Super- 
annuation under USS conditions. 


Further particulars are available from 
the Academic Registrar (AA), Universi- 
ty of Surrey, Guildford, Surrey GU2 
5XH, or telephone Guildford - (0483) 
571281, ext 2031. Applications in the 
form of a curriculum vitae, including the 
names and addresses of three refer- 
ees, should be sent to the same 
dress by Friday 22 August 1986.q 

ing the reference 529/E. 
























MINTEL 
Publications Ltd 
MARKET RESEARCHERS 


Rapid expansion at Mintel-—the major UK 
market analyst——means more independent 
consultants are required to research tmog, 
retailing, leisure, technology and telecom- 
munications markets, 

You-need either desk and trade research 
experience ‘or marketing experience in 
particular industries and sectors. 
















You must have the integrity and tenacity 
ig st to compile data that are accurate 
to known levels-of confidence. 

Call Carl Edgar Law, or write to him at: 
KAE House, 7 Arundel St, London WC2R 330A 
‘Tel: (01) 836 1814. Telex: 21405 KAEMIN G 
Mintel isa. member of KAE Group, a 








worldwide network of marketing services 


APPOINTMENTS 
































Monash University 
Ausiralia 


Department of Administrative Studies 


FIXED-TERM (3 YEAR) 
LECTURER/SENIOR LECTURER 


To conduct research, and teach in the 
public sector area (principally) in the 
Graduate School of Management's 
Master of Administration program. This 
teaching may be combined with teach- 
ing in other areas of the program and/or 
with short courses. 


Applicants may therefore have a higher 
degree in any relevant discipline, pro- 
viding their research and teaching in- 
terests include the public sector area. 
Salary: $A27,233-35,777 per annum 
(Lecturer), $A36,541-42,588 per an- 
num (Senior Lecturer). 


= yuiries to Professor A. Fels, tele- 
me 03-541 2313. Applications in- 
unading ref no 20312, curriculum vitae 
and three reterees to the Registrar, 
Monash University, Clayton, Victoria 
3168, Australia, by August 18, 1986. 


AN EQUAL OPPORTUNITY EMPLOYER 





Yorkshire Regional Health 
Authority 


Health Policy Analysis Unit 
Health Economist 


Salary: £9,137-£1 1,222 
(under review} 


This is anew post based at the Region- 
al Health headquarters in Harrogate. 
The Authority is developing a link with 
the Health Economics Unit in York 
University through the Health Econom- 
ics Consortium, and this post has a key 
role in that process. 


We are looking for a graduate to partici- 
pate in the evaluation of health care 
policies and to review and develop 
mathods of evaluating health care in 
junction with medical, statistical 
{ nursing colleagues in the Depar- 
ment. Proven analytical ability is a 
requirement for the post. 
An application form and job description 
may be obtained:from and should be 
returned to the Personnel Services 
Manager, Yorkshire Regional Health 
Authority, Park Parade, Harrogate HG1 
5AH. 


Closing date: 9 September 1986 
Please quote reference number AC 56 










Researcher— 
Housing Finance 


Graduate wanted immediately for short 
term research project to compile an 
international housing finance fact book. 

“Knowledge of- financial. markets and 
insttutions essential; languages (espe- 
cially Spanish) an advantage. 


Send brief CV or wo for further details 
“to. Mark Boleat, Depu ty Soy ry Gen- 
Jerat, The Building ociety Association, 
3 Savile Row, London WIX TAF. i 





University of Newcastie 
upon Tyne 

Department of Agricultural Economies 
TEMPORARY LECTURER 


Applications are invited for a Tempo- 
rary Lectureship in the Department 
from.1 September 1986. The Lecture- 
ship will be for one year's duration. 
Candidates should hold a good hon- 
ours degree in Economics or Agricul- 
tural Economics, Graduate experience 
of research. and teaching will be an 
advantage. 


Salary will be at an appropriate point on 
the Lecturers’ salary scale: £8,020- 
£15,700 per annum, according to quali- 
fications and experience. 


Further particulars may be obtained 
from the Senior Assistant Registrar 
(Establishments), The University, 6 
Kensington Terrace, Newcastle upon 
Tyne NE1 7RU, with whom applica- 
tions (three copies), together with the 
names and addresses of three refer- 
ees, should be lodged not later than, 8 
August 1986: — 








ECONOMIST 


We are Mpeg for a Graduate who has 
specialised in international Economics and 
feels comfortable with interest and foreign 
exchange rates forecasting. Exposure to 
econometric. packages, such as TSP 
would-be necessary. Team work, good 
communication skills and self-motivation 
would be important criteria for selection. 
Applicants. who can work under pressure 
and strive to achieve excellence shouid 
send a detailed hand written curriculum 
vitae to: Lonhar Management Systems 
Limited, Personnel Dept, 18 Jockey's 
Fields, London WC1R 4BW. 


























NORTHERN IRELAND ECONOMIC 
RESEARCH CENTRE 


APPLIED 
ECONOMISTS 


ment, and private firms to study the Northem 

Ireland economy andrelatedissuesinregional 

economics. 

Applications are invited from economists or 

throge Irt pry with rag 
and second degrees for three posts: 

Senior Research Officer Preference will 
be gwen to those with interestsin public sector 
economics, or agricultural economics. 

a Research Officer To undertake research 
branch plantolosurasin conjunction with Mr 
S Fothergill of Reading University. 


Contracts, wil-be for three or four years 

renewable. Secondments wili be considered. 

Salary ranges (under review): 

Senior Research Officer £13,500-£ 

Research Officer £10,900-£15,600 
Associate £6, 1,300 


ti swihouriouluivitaa (3 copios} o 

Ton whom hater parton. 

lara may De oe. Closing date 15th 
welcome, 
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a 
ASSISTANT ECONOMIST/ 
ECONOMIST 


This vacancy is in the Commission’s Economics Department in 
Milton Keynes which is responsible for the compilation and | 
dissemination of UK, EEC and foreign market information. The ` 
successful candidate will be responsible for contributing to the 
department's various statistical publications and have some 
involvement in price reporting surveys and forecasting work. 
Candidates should have a degree in Economics, Agricultural | 
Economics or a similar discipline. Knowledge of a foreign | 
language and relevant experience is desirable. Depending on - 
qualifications and experience, the appointment will be on scale | 
£6,984-£9,925pa. A well qualified candidate may be recruited at : 
the Economist grade, £9,461-£12,598pa. : 


Application forms from Personnel Officer 
MEAT AND LIVESTOCK COMMISSION 


PO Box 44 Queensway House Bletchley MK2 2EF 
Telephone Milton Keynes (0908) 74941 ext 327 
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ARRO O ELL, VIM, 
Textile Outlook 7 
p 


SS 


International 


Essential business and market analysis for the world’s fibre, textile and 
pparel industries. A year’s subscription will bring you reports on: 


a 
> profiles of the world's major textile companies p consumer market research data 
> progress reports on MFA renegotiations > locations of current and future investment 


The latest issue includes: 

Evaluating overseas sourcing options- how competitive are you against 
foreign suppliers? 

World textile trade and production trends ~ Western Europe. USA, South 
East Asia. How will the slump in the of! price affect the competitiveness 
of synthetic fibres? 

Fibres and textiles in the Eastern bloc ~ which countries will show the 
fastest growth to. 1990? What products are earmarked for expansion? 


v v v 


Subscribe now! Your competitors in 50 countries are already doing so! 


G vices sin Gies w Teak ink ren 


C] Please enter an annual subscription (6 issues) to Textile Outlook International 
C] UK £198 [7] Europe £201 [C] North America USRIRE 
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C Rest of World £211 
to The Economist Publications Limited |, 





g lenelose a a cheque for 
















10 Rockefeller Plaza 
New York. NY 10021 
USA 


Return to Marketing Department {EPA} 
The Economist Publications Limited 
40 Duke Street, London WIA IDW., UK 
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Regi Wits io 25 St James's Street. London SWI 
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UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for people who want to be more effective and 
secure in thelr Jobs or Professions, 


Earn a BACHELOR'S MASTER'S of DOCTORATE Degree by 
j équivaient credits are 







Oxford in London 






























The Oxford Corporate 
Finance Programme 


Part-time 6Oct-2SNov 1986 


This authoritative and comprehensive part time 
finance programme is being made available in 
London for managers in both non-financial and 
financial companies, who require a deeper 
understanding of corporate finance, accounting 
and financial analysis outside office hours. It 
meets on fourteen evenings in London and three 
weekends in Oxford, and is completed within two 
months. Based on up-to-date material, the 
programme is presented by noted authors who 
are among the most experienced finance 
teachers in the UK. 


Price: £1,750 including dinners and residential 
weekends. 


Course Director 
Dr. Jack Broyles, Fellow in Finance. 


For further details apply to Michaela Bargent, 
Tel. (0865) 735422 Telex 83147 attn TEMCOL 
Telecopier (0865) 736374 


matter when taken. No residency required, | 
Qur graduates are recognized for their achievements in business ard 

industry. We will assist you in completing your degree requirements 

without formal classes or seminars at your own pace and time. 

Send detailed résumé on work lite and academic experience for a no 

cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


600 N Sepulveda Blvd, Los Angeles, California 90049-—Dept 137--USA 


En NEE NE. I HO SNE SERN SER SINR MINN NR SRNL eNO OAN HAE 


London, Paris, Madrid, Heidelberg, Strasbourg. à 


Schiller — 
International University 


Associate, Bachelor & Master degrees in 
BUSINESS ADMINISTRATION-HOTEL MANAGEMENT, 
LAW/PUBLIC ADMINISTRATION-INTERNATIONAL RELATIONS. 
Computer Studies, Pre-Eng/Pre-Med, Art, French, Spanish, German, 
English, College Prep. Courses. Language of instruction-English. 
@inter campus and US transfer. @BBA & MBA evening classes in London, Paris & Heidaiberg. 
; Schiller International University 
Dept D3, 51-55 Waterloo Road, London SE1 8TX Tel:{01)928 8484 
Telex: 8812438 SCOL G. Accredited AICS, Washington DC, USA 








», Templeton College 


war The Oxford Centre for Management Studies 






Oxford OX! SNY 


INTERNATIONAL PROPERTY 
HOTEL IN AMSTERDAM 


An elegant first class hotel in the heart of 
Amsterdam's shopping, cultural, and 
business centre, conveniently situated 
near the Van Gogh Museum and Rijks- 
museum. Facilities include meeting and 
conference rooms, sauna, solarium and 
fitness-room. 
Selling Price US$ 3.5 million 

Box No 3482, The Economist, 25 St 
James's Street, London SW1A 1HG. 


exams? 
We CAN help 
: Write to: 
Graduate Tutorials, GTAC Associates, 
FREE! 


T, London W5 4BR. 
Tel: 01-993 3983 
















HOLIDAY HOME INVESTMENT 
ST IVES, PENZANCE 


From £23,950. New two-bedroomed cottages 
in grounds of Tudor Manor. Full Manage- 


ment, Can be self financing. indoor leisure 
complex, Restaurant, etc. 


KENEGIE MANOR 
GULVAL 
ENZANCE, CORNWALL 
TEL: 0736 66671 


The intensive way and in real im- 
| -mersion. This means living in one of 
the most ‘picturesque regions of 
| Prance and really becoming fluent 

Also vacation and learning plan. 


LEARN TO SPEAK FRENCH 
BY TOTAL NATURAL IMMERSION 
with French participants for-7 
intensive days in the DORDOGNE 
Chatecu LA VALOUZE 
tel. 539144 28 J.L Lefèvre CIEL. BP.180 


pinal; programme. in, Paris. Win: 24490 LA ROCHE CHALAIS -France Thinking about TEE OFF FROM YOUR 
| era, State age, goal level and time retir ing in Spain? FRONT OR KITCHEN 





































available, BUSINESS 


Gonten BP 176 LISIEUX 14104 Ce. | | OPPORTUNITY 
dex—FRANCE. Tel: 31.31.22.01. 


Splendid idea, if you are heading for 
Marbella — Costa del Sol! Contact us: 
we buy, sell, rent, + construct villas and 
apartments, beachside, in the mountains 
and on the golf course. We are rather 
anadi sure to have got what you are looking for 
Established 1975, small, and if not we'll produce it for you! 
secretary, trading primarily agricultural Promotur - Apartardo 118 Guadalmina-way-of-life. 
products worldwide, offers partnershi ee ree info: PROMOTUR, Apartardo 118 
with initial minority interest, leading to full : S770 0tur E. Marbella, Spain. 
buy-out when partner fully accepted and The BETTER property people Tix: 77610 Otur È, 
accredited with company trade circles and s ane 
domiciled in Canada. 
Would suit person(s) seeking permanent 
residence in Canada on an entrepreneurial 


DOOR? 


in Guadalmina-Golf Marbella we have 
villas, new and resale, incomparably nice 
flats, town- and penthouses with ocean 
views, nice surroundings and internation- 
al residents around, ly living the 
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i AUDIOFOORUM ofters 
Ahe best in selt-instructional toreign 
language courses using audio cassettes 
featuring those used to train U.S. State 
Dept, personnel in: Spanish, French, Thai, 
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Greek, and many 


ners : ode SWITZERLAND 
1 a foreign nn 


is. p 
Firstclass trade reputation and ability offers to foreigners authorized 
opportunity for independence, travel. and Buy your STUDIO, APARTMENT or CHALET on LAKE GENEVA, MONTREUX 
profit, with a strong base for expansion if or in-one of these prestigious Summer and winter-ski resorts: CRANS-MONTANA, 
bgt hough aan produ rade m VERBIER, VILLARS, LES DIABLERETS, CHATEAU-D'OEX/GSTAAD & JURA 
xpar An A AAG tha bribed s 
woridtrade. Pas ase pros ony replys: from Sfr. 110°000.~ 60% credit at 6'/2% interest for 5/20 years. 
xX 


OAKVILLE, Ontario 
-Canada L6J 5E8 












å 52, ruedeMontbrillant Tél. 41-22/341540 
REVAC S.A. CH-1202 GENEVA Télex 22030 
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. SPUTER FLOPPY DISCS. Bulk 
packed 5jin from 35p, Jin from 99p, 
3in from £2.49 each. Sterling FOB UK 
port. BOLTON WELLS LTD, 746 Finch- 
ley Road, London NW11 7TH. 





AUTHORS WANTED BY 

NEW YORK PUBLISHER 

Leading book publisher seeks manu- 
scripts of all types: fiction, non-fiction, 

poetry, scholarly and juvenile works, 
nete. New authors welcomed. For com- 

plete information, send for free booklet 
$-92, Vantage Press, 516W., 34 St, 

New York 10001. 
























immigration Reports 
US Attorneys provide confidential com- 
puter-assisted evaluation of your options 
for US residence. Free info. 
immigration Associates 
PO Box 925, 1476 W. State, 
, Utah 84653 USA, 
Telephone 801-423-1787 


-MIGRATION TO 
THE UK 


Permanent resident status can be 
available for businessmen who are 
willing to work and invest in the UK. 
We provide a complete and profes- 
sional service for such clients. 


DAVID GARRICK 
icq 99 Queen Anne Street, 
London 


WIM SFA 
Tel: London 486 8142 
Telex: 8954102 


LOOKING FOR 
COMPUTER DEALERS 


‘for IBM compatible pe/xt: 640 kb, 
| 2 x 360 kb floppy disk, colour/ 
raphic card, composite monitor, 
£700, same with 20mb hard disk, 
£1175. Large discount available 
-on 10 packages or more. 
Mr Torbin Worm, T. K. Revision, 
Amadertory 31, 1160 Copenha- 
| gen K, Denmark, Tel: 01 142951. 















BUSINESS & PERSONAL 










At last, your own marketing 
operation in the UK 
but without any overheads... 


IMPEX 


impex House, Paper Mews, Dorking 
Surrey RH4 10X 
Tel: (0306) 880118 
Fax: (0306) 884980 
Contact: H. Carmichael or P, West with your products and ambitions. Let's see if we can do a good job together. 
A Sectionchoice Limited Company 


Telex: 859330 





INTERNATIONAL 
BUSINESS CONSULTANTS 


offer worldwide, tou 
fai nity- 












90274, or call (213) 541-8356 


INTERNATIONAL 


JOB HUNTING? 
if you area professional, we can assist you. We 
are. an American managed company. Request 


the proper fe eogaad for one of the two 

services. we offer: 2 

(1) NORTH AMERICA (2) REST OF THE WORLD. 
Global Career Analysts 


35 Piccadilly 
First Floor, Suite 101 
London WIV-9PB, Engisad 


i 


KNIGHTSBRIDGE 
GREEN HOTEL 


A small family owned and run hotel close to 
Harrods. Excellent accommodation—mainty 
in suites--from. £48 per night plus VAT. 
English or Continental breakfast to order. 


For ations, telephone 01-584 6274 


reservi 
or write to: 159 Knightsbridge, London 
SWIX 7PD. 









YOUR OFFICE 
IN AFRICA 


Fully serviced city 
centre office, workstations. 


PRESTIGE BUSINESS SERVICE 


Box 5438 Harare, Zimbabwe 
Tel: 263-0-70617 1/2/3 
Tix: 2195 JHAPBS ZW 
















CUT THE COST OF 
YOUR STAY IN LONDON 
Take a. furnished, self-contained service 
apartment in Knightsbridge, near Harrods. 
Fully “equipped: kitchen-dinette, bathrooin, 
phone, colour TV, central heating, elevator. 
Suit 1-2 persons. Brochure by airmail. 
Knightsbridge Service Apartments 

45 Ennismore Gardens, LONDON SW7 
-Telz 01-584 4123 Telex 261261 Globe G 















Sales £25m Paper Products from French, German and Dutch Manufacturers 
impex now wish to diversity and enter new market areas within UK. 
IMPEX OFFER: 

* SOPHISTICATED COMPUTER SYSTEMS 
* SALES SUPPORT 

* CREDIT CONTROL 

* EXPERT MARKETING ABILITIES 

* STORAGE AND WAREHOUSE FACILITIES 





Readers are recommended to take 
the appropriate professional advice 
before entering into any binding — 
commitment. o 







OVERSEAS POSITIONS 








HOTEL NUMBER EIGHT 


tions, write: 
EC, PO Box 460, town of Mount hee a small kury hotel in London's 
Quebec, a H3P 3C7. est End 
excellence in comfort & service 
Single bedroom £33 plus vat 
Double or Twin £40 plus vat 


VISITORS TO LONDON 

Self-contained studio flats. CH, HW, 

lifts, 24-hr porterage. From £190 pw + 

room service £10. Discount for more 

than 4 weeks. Co let available for 

longer term. Secretarial and telex 
facilities. 


* sumptuous buffet breakfast * col- 

our tv, radio * direct dial telephone" | 

hair dryers * tea/coffee/chocolate in 

bedroom * most rooms with private. 
facilities 


London SW7 4HH 
Telephone 01-370 7516 


Endsleigh Court, Bloomsbury 
London WC}. Tel; 01-387 8022 
AMEX, Diners, Visa 




















A £5,000 into 


£64,000 injust 5years deducted at source 
A Fully audited track A limitedliability — 
record Minimum investment 
A Futures managed £5,000 or sterling 
account programme equivalent 
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PERFORMANCE 


Entrüsting money to an investment management company is a 
decision which no investor, institutional or individual, takes lightly. 
It’s entrusted to Gartmore because... 

We are independent. 

We do not act as market makers, nor do we provide corporate 
finance advice ~ each investment decision is made impartially, based on the 
intrinsic merits of the proposition. There are no conflicting considerations. 
We deliver real investment performance. 

Our unit trusts, pension funds and investment trusts feature 
regularly in the top quartile of their various sectors. ‘What Investment’ 
named us Fund Manager of the Year for 1985 and in Hong Kong, the ‘South 
China Morning Post’ paid us the same compliment. 
Pension Funds need dedicated 
management. 

Our managers always seek the best 
investment profile for each pension fund 
under management, producing consistency 
over the long term — the true perspective 
for pension funds. The Gartmore 
median is well into the top quartile of 
the WM Company performance survey 
over the last one, three and five years. 

We are global in our 
thinking. 

Gartmore has always been 
committed to providing truly 
international investment management. 
Today we offer a range of 21 authorised 
unit trusts, which invest in all the major 
markets of the world. There are Gartmore 
investment offices in the UK, Japan, USA’ 
and Hong Kong, employing a wealth of 
local expertise and experience. 

We are long established. on 

Our predecessors were among the £2-2 BILLION UNDER 
first investment management houses to offer GROUP MANAGEMENT 
international equity investments in the shape of investment trusts. 

Today Gartmore manages £673 million in nine highly successful investment 
trusts. 
We are imaginative. 

Gartmore’s innovative approach to international investment led to 
the launch of the Jersey-based Capital Strategy Fund Limited in May 1984 — 
the first open-ended “umbrella” company to provide investors with equity, 
specialised and currency deposit sub-funds, trading daily at net asset value. 

It has attracted investors from more than 50 countries and its performance 
has been impressive. Assets now exceed USS 200 million. 
The reward? 

Consistent investment performance. For all investors, the only real 
measure of success. 

For further information on Gartmore's wide range of funds and 
services, please contact Angela Campbell on (01) 623 1212 or write to her at 


2 St. Mary Axe, London EC3A 8BP 


Gartmore 


GARTMORE INVESTMENT MANAGEMENT LIMITED i | 












































ECONOMIC AND FINANCIAL INDICATORS 1 


Fee Ea a sD 
OUTPUT, DEMAND AND JOBS More bad news this week: America's industrial 
sroduction fell 0.5% in June to a level 0.2% lower than a year earlier. Britain's 
ndustrial output slumped 1.4% in May to give a 12-month fall of 0.5%. But Italian 
ndustry raised its output by 7.7% in the year to April. In June, the unemployment rate 
was 7.6% in Australia, 9.5% in Canada, 2.4% in Sweden and 0.8% in Switzerland; in 
all four countries this is lower than a year ago. 


% change at annual rate 

industrial production GNP retail sales unemployment % rate 
3mthst — 1 year 3mthst -1year 3mthst 1 year latest year ago 
+24 + 37 (2) + 47 (3) + 43 + 5.012) 76 (6 87 
+ 40 na -22 + 09 ($11.7 (6) 128 
+ 4512) + 29 $51 4) 95 6) 10.4 
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During the same 12 months, wholesale prices fell by 10.1% in Japan and 2.8% in 
West Germany, but in Britain they rose by 4.5%—the second fastest rise of the 13 
sountries in the table. However, Britain's 12-month rate of consumer-price inflation fell 
i 2.5% in June; Holland's inflation rate slipped to 0.2% and Sweden’s rose to 3.8%. 






























































wage Crates 
FOCUS: LABOUR COSTS The average ` 
production worker in America cost his 
boss $13.10 an hour to employ last Qa) Non-wage costs as % of wages 














Industrial labour costs per hour, 1985 













er cost $10.10 an hour in West Ger- 
_ many. and $8 in Japan. The cheapest 
worker in all the 13 countries shown in Britain 
| the chart was in Spain, at $5.50 an 

hour. These figures include such indi- 
rect costs as social security and pen- 
sion provisions as well as wages. In 
West Germany, Italy, France and Aus-. 
tria these additional. charges were 
equivalent to more than 80% of the 

basic wage. In America, Canada and 
Britain they added only about 40% to 
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Source: Union Bank of Switzerland 


PRICES AND WAGES American wholesale prices fell by 1.6% in the year to June. 


year. This was more than in any other fe te ur conte isto (30) 
industrial country—partly because of RO wege CORE Sweden * 
the dollar's strength. The same work- wages Holland Belgium 


France Japan Nay G9 


SEALS ERIE SE RNS I INE APO ME ETI 
THE ECONOMIST COMMODITY PRICE 
INDEX Times will get even harder for 
America’s farmers. Although feed grain 
output is expected to fall 15% this season 
(1986-87), end-season stocks will benear- 
ly four times higher than at the end of 1983- 
84. Maize prices are likely to be only $1.92 
abushel—barely above the loanrate. With 
record supplies, wheat prices could fall 
30% from 1985-86 to $2.25 a bushel. 
Soyabean prices will remain depressed as 
vegetable oils are in oversupply world- 
wide. However, the new farm bill should 
make American cotton more competitive _ 
and triple exports from 1985-86’'s dismal 
level of 2.0m bales. 


1980=100 % change on 
July 8 July 15 one one 


(provisional) month __ year 


Dollar index 
Alt items 74.0 74.6 -44 +i? 
Food 80.7 83.4 -31 +141 
Industrial 
All 66.8 65.9 -55 - 78 
Nia’ 73.4 714 -47 - 81 
Metais 61.8 61.5 ~ 60 — 76 
Sterling index 
All items 12.4 115.9 -40 ~ 56 


122.5 129.6 -27 +32 









101.4 102.4 ~ §1  ~-144 
Nfa" 111.4 111.0 ~ 44 ~147 
93.8 95.6 -58 










~ 58 
-45 


81.2 
88.5 


81.9 
91.5 


73.2 72.3 ~ 68 -20.2 
Nfa” 80.5 78.4 -61 -20.5 
67.8 67.5 -73 -200 








$ per oz 347.25 346.75 +30 + 84 
Crude oil (spot) North Sea Brent 


$ per barrel 9.70 9.55 ~21.7  ~63.7 
*Non-food agricutturals. 


United States 14 


$ 
Canada 




















Estimate 


Footnotes applicable to ail tables. Ali figures seasonally adjusted except where otherwise stated. *Not seas, adj. fAverage of latest 3 months 


compared with average of previous 3 months, at annual rate. n.a. Not available. Small figures in brackets denote month of indicator. 
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ECONOMIC AND FINANCIAL INDICATORS 2 
FOCUS: CURRENCIES Have ex- WORLD BOURSES Wall Street slumped 2.9% on increased fears about the health 


change rates become more volatile in of the American economy. The continuing government crisis in Italy knocked the Milan 
recent years? A study by Lloyds Bank | bourse: prices fell 7.4% during the week, for a total of 28% since May. 




































































































suggests not. Since 1973, the aver- Stock price indices % Change on 
age absolute quarterly movement of July 1986 one one record 31/12/85 
the dollar—ie, ignoring whether it rises 15 high low week year high an local 
or falls—against four leading curren- | Aosraia 1122.2 12470 1010.8 -03 +243 -100 +118 + 
cies has been 5%. The highest quar- | Belgium 3976 37469 27669 -03 +60 -13 7286 + 
terly volatility was 7% in 1973 and | Canada 20760 1291 27540 -06 + 73 -48 + 27 + 
1980; the lowest was 3% in 1976, | France 364.8 4113 2678 -04 +667 -1013 +372 + 
1979 and 1983. Last year, the aver- | W. Germany 1845.5 22788 18147 +12 +938 -190 - 54 + 
age quarterly movement of the dollar Holland 290.5 294.4 240.4 +03 + 36.0 -14 +136 + 
was 6%, though i in the third quarter— Hongkong _ 1764.1 1865.7 1559.9 + 07 + 80 ~ 54 + 07 + 
which included the Group of Five | "ay 656.6 9082 4547 _ -74 +857 -77T +AT + 
agreement—it was 14%. The econo- Japan 17882.8 17882.8 12891,5 + 0.8 + 40.8 nil + 36.7 + 
mists at Lloyds expect exchange rates Singapore 732.6 776.9 5633 -O1 + 14 -37 +182 + 
peat South Africa 1194.7 12031 1069.3 +05 +152 -07 +119 + 
to be much less volatile this year. Spain i717 19481008 -22 T+ 
Average absolute quarterly change of >an 2485.9 25106 1729.6 +04 +844  - 10 +431 +8 
four currencies against dollar Switzerland 540.8 625.5 548.6 <44 +197 -135 ~ 80 + 
UK 13026 14259 1094.3 -41 +403 - 66 + 151 + 191 
USA 1768.7 1909.0 ~ 1502.3 -25 +312 -73 +144 +144 


MONEY AND INTEREST RATES American banks cut their prime lending rates by 
half a percentage point to 8%. The 12-month growth in both measures of America’s 
money supply slowed in June: M1 rose by 12.8% and m3 by 7.4%. 


Money supply interest rates % p.a. hi uesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad¢ Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 

(M1) lending 3 months long-term 3 months d 
- 05 +159 (5) 13.00 1485 17.00 14.75 1360 1460 _ 1460 
+38 + 73(12) 725 7.30 10.50 680 8.11 9.88 7.13 
+29 +48 6) 875 8.25 10.25 8.25 9.25 10.02 8.12 
+44 + 5.6(12) 7.00 7.25 960 7.25 7.74 7.81 7.19 
+10.3 + 7.6 (6) 435 4.70 7.00 4.28 6.30 6.00 4.56 
+59 + 45 (4) 6.00 5.75 8.00 5.75 6.24 6.76 5.56 
+104 411.002) 12131213 1350 11.50 1103 9.71 11.25 
+54 +666) 450 460 413 213 514 612 4.75 
+15.4 +12.2 (5) 1238 12.83 14:50 650 12.41 13.14 13.00 
na + 3.0 (3) 10.00 10.15 12.75 9.66 9.61 10.83 9.94 
+ 5.8 + 61 (4). 213 5.06 6.75 4.25 4.43 4.84 5.00 4,93 
+22.0 +19.5 (5) 9.00 10.06 11.00 9.94 944 1026 10.03 9.36 
USA +128 + 7.4 (6) 631 6.13 8.00 6.05 7.19 8.90 6.56 7.86 
Other key rates in London 3-mth Treasury Bills 9.4%, 7-day Interbank 9. 7%, clearing banks'7-day notice 4.4%, 
Eurodollar rates (Libor): 3 mths 6.6%, 6.-mths 6.6%. 
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1972 74 7% 7% 


% quarterly change 
against dollar 















































M2 except Australia, Canada, Spain, | Switzerland, USA, W. , M3, Japan M2 + CDs, UK FMS. L Dafinitions of inte 
rates quoted available on.re wees: Bank of Bilbao, Chase lanhattan, Chase Econometrics, Banque de CONI aa 
1985 86 (Belgium), Nederlandse letbank, ban Lyonnais, Svenska Handelsbank en, ANZ bank, Credit Suisse irst Boston. These 
Sourcë:Lloyds Bank i rates are indicative only and cannot be construed as offers by these banks. : 








Cesa EEEa REESE 

TRADE. EXCHANGE RATES AND RESERVES Sterling's trade-weighted index fell 2.9% during the week as oil prices dropped 
below $10 a barrel. The dollar's trade-weighted value fell 0.4%. Australia’s current-account deficit widened to $10.1 billion in the 12 

months to June, from $8.1 billion in the 12 months to June 1985. In the year to May, Canada’s visible trade surplus fell to $9.2 billion 

and Spain had a trade deficit of $5.3 billion. 

























































































Trade balance** current- Trade-weightedt currency units per $ currency units foreign reservestt 
$on account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago perf perSDR  perecu May year ago 
= 0.17 6) - 2i ~ 10.1 (©) 54.1 68.5 1.56 14 2.33 1.86 1.53 6.2 ___ 6.7 
+ 0. — 07 + 0102) __ 95.3; 90.4 44.6 38.1 66.7 52.8 43.9 6.1" 5.0 
+ + 92 = 3.2 (3) 78.9 87.0 137 13 RT 26 EZS 
= - 25 + 0.9(12) 68.9 66.5 6.99 876 105 8.26 = 
+ + MB + 216 6) 136.5 123.9 247 289 324 2.56 
F + 42 + 5.902) (126.4 i44 246 3.24 3.66 2.89 
-= — 10.0 = 46.7 45.3 1482 1868 2216 1770 
+ + 68.1 + 213.8 158.5 159.5 238 239 190 = 
- 53 + 49.0 47.8 1378 -166 . 206 163 5 
+36 Á - 67A 67.1 710 840, 10.8 8.42 
-37 + BEG "239. 263 
~ 46 + 45 (5) ; 0.72 — ). 
~T4 {Sł} -162.6 125.2 (3) 113.3 138.2 : j _ 1.50 
“Canada, Australia, Japan, France and UK imports. fob, exports fob. All others citfob. tBank of England 00:-ttexcluding gold . “March tt ‘not seasonally adjusted, 
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th NQRTH-WEST-GERMAN STATE-LOTTERY 


Now: each and every Friday 
a million to win... 


This extraordinary chance and others are offered to you by the govern- 
ment controlled NORTH-WEST-GERMAN § STATE-LOTTERY. Extra- 
ordinary! Every 3rd ticket-number wins guaranteed within the period of 
the lottery. Total winnings for the 77th lottery will amount to about 
169 million DM. Alone the Super-Jackpot entail 28 million DM. 


The maximum Super-Jackpot 
alone comes to 2 x 2 million DM. 


The prize-money is paid in DM, one of the strongest currencies in the 
world. Thelottery runs over a period of 6months - oneclass per month. Ist- 
5th class gives you four chances in each of the four weekly drawings. The 
óth class offers you 6 chances — that is 6 chances to win! The prize-money 
increases from draw to draw. All drawings are supervised by state audi- 
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The 76th NORTH-WEST- 


Secure your chance to win now! Mail your coupon taday! 
Mail to: W. Ruge - Heidenkampsweg 32 - D-2000 Hamburg 1 - W.-Germany 


EnglishO Mr.O Mrs.O MissO 





Please write in German O 
Clear letter-printing please 











First name | | | | I | G Si S ON S ORN V V UE E S 
Surname |_ a TE SEN ey BEK A E TE it 
Street | | ELL d MRSS SSK ER) A en (et A) BN A M 
P.O.B. L a DZ S E N o | Sa 
a A E E a es | ba S CE SS a e N 
Country L 14 A a GW a a 








Charge my O DINERS CLUB C AMERICAN EXPRESS -Card 
Name of Card Holder! eae ES, 


iceberg tt R 
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Expiration Date pos = 





Signature 


@ Please send us the order coupon - or if missing — a letter. 


Government 
Controlled 


It's easy to participate: 





@ Attach payment for the tickets you want, using either cash by 
registered airmail-postage, international postal order, cheque 
drawn by bank or travellers cheque. You can also pay for your 
ticket after receipt of the invoice. 

@ We send you the tickets, further information and the official draw 
schedule. After each class you receive the official winning list 
together with your ticket for the next class, as your previous ticket is 
eliminated from the lottery after each class. 

@ You will be notified each time you win within days. Your prize-money 
will be transferred by cheque to any place you want. The prize- 
money is paid to you free of German tax and the whole amount will 
be paid without any deducations. You remain absolutely anony- 
mous. 

@ We guarantee fast, reliable and confidential service world-wide. 


This is why it is interesting for you to join 
the lottery: 169 million DM prize money 


2 x 2 million DM as maximum prize-money 


6x 1 million DM 
18 x 1 million DM or 180 x 100.000 DM 


and in addition: 
200.380 x prizes up to 80.000 DM 





Mail to: Walther Ruge > Heidenkampsweg 32 
D-2000 Hamburg 1 - West-Germany 


Grier Compe =a 


ERMAN STATE-LOTTERY runs from October 26th, 1986, to March 20th, 1987 


Win 100 % with a 1/1 ticket, or 50% with a 1/2 ticket or 
25% witha 1/4 ticket. Don't forget: either way, every — 
3rd ticket number wins guaranteed! Try your luck! = 


Please fill in the number of tickets you want to order with 
this coupon 


N 





1/1 ticket |741,- 


———— 
1/2 ticket |381,- (approx 178,- USSor liló,- £)* 
1/4 ticket 


* The qouted US-$ or £ equivalents are only a rough estimate. For 
exact exchange rates please ask your bank. 


(approx 345,- US $ or 225,- £)° 








94,- US $ or 


61,-|£) * 


201,- (opprox 





All prizes are for all 6 classes including air mail postage and 
winning list after each class. No additional charges! Valid only 


where legal! Vaid onty where legal Not avaiiadte to residents of Singapore 


ins Drese 
Worldwide C 


@ Total assets DM 189 billi 
WE Capital and reserves 
DM 6.3 billion. 
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DAKAR 
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| MEXICO CITY CONAKAY 
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A SAO PAULO DOUALA 


ASUNCION | LIBREVILLE | 
SANTIAGO KIGALI 

BUENOS AIRES 
MONTEVIDEO 





One of the leading banks in the world. 
Dresdner Bank AG 

Head Office: Frankfurt/Main, 

Fed. Rep. of Germany 





ated Accounts 


Operating results exceed ` ay 
DM 2.5 billion. 


Net income DM 444 million. 
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= Lockheed 


Giving shape to imagination. 


The next generation fighter air- 
craft will have fearsome capabilities; 
far superior to the fighters of today. 
It will also have to meet far higher 
requirements for reliability, ease of 
maintenance, and cost-effectiveness. 

New Lockheed designs, such as 
the Advanced Tactical Fighter, will 
result in a totally new kind of air- 





craft, using exciting innovations in 


materials and production; and 
demanding excellence in such new 
technologies as low observables, 
computational aerodynamics, artifi- 
cial intelligence, and avionics inte- 
gration. New concepts in composite 
and metallic structures production 
will ensure that Lockheed’s ATF 


meets stringent design-to-cost goals. 


Equally demanding, in every 
respect, is Lockheed’s concept for 
the Aerospace Plane. Part subsonic 





plane, part spacecraft, it will have 
the capability to fly coast to coast 
in minutes. 

Lockheed is now conducting 
aggressive research and developmen 
in the technologies demanded by 
these and other highly advanced 
programs. 

By mastering advanced technolo- 
gies, Lockheed greatly strengthens 
its capabilities to manage the impor 
tant long-term contracts vital to our 
country’s defense. 








HOW TO TELL A ji RC 
DROOPING DOLLAR 


































































































































































MCDONNELL DOUGLAS 


; ; HEALTH CARE SPACE & MISSILES MILITARY & COMMERCIAL AIRCRAFT INFORMATION SYSTEMS... HEUCOPTERS 
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World politics and current affairs 
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8 The Queen is not amused j 
9 How to tell a terrorist i| 
10 Rigged chips 
13 After Hassan, Hussein? | 
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Drooping dollar 
Volcker feels nobody is co- 
ordinating with him, page 69. 
Some bears are very worried 
about the stockmarket, page 
70. 


laysia; Nicaragua. South Africa: Is there life after sanc- 
tions?; Communism and the ANC 

29 Europe: Bin ich ein Berliner?; National anthems; Haute- 
Garonne; France's man for Europe; Soviet Union; Bettino 
Craxi; Turkey; Religion in Hungary; Holland; EEC: research 

41 American Survey: Whatever happened to constructive 
engagement?; Tax reform; Drought; Smoking; Wheat: Los | 
Angeles; Eminent domain 

47 Britain: The Queen and her prime minister; Nationalised 
industries; Unemployment; Opposition policy-making; 
Royal wedding; Television spectaculars; Rates: Caning 
children 


SS eT ore 
Yankee protectionism 
Against Japanese chips, page 
10. Against third-world's 
textiles, page 56. For Mr Victor 
Posner, page 71. 


Uber alles 

The tendency of national 
anthems to get uppity, page 
Streetwise Mikhail 30. Japan's Nakasone truly 
Nothing but a revolution by Mr above alll, page 18. Craxi for 


A Italy again?, page 33. 
Gorbachev can save Russia 7 
from itself, page 7. Just Holland's Kok, page 34. 


“h at 9 

Lie waz at Chernobyl?, Next Boer war 
ns | The hyrjes in the way of 
Hassan, Hussein sanctions, page 24. How red is 
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Business, finance and science 


53 Business this week 

55 World Business: Wanted: new jobs for sad robots; French 
nationalised industry; Multi-Fibre Arrangement; Brazil-us 
trade; British car sales; West German electronics: Italian 
economy; Japanese shipbuilding; Data processing in 
Ireland; Bethlehem Steel: China's economy; The renminbi: 
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The difference between Say too many asylum-seekers exchanges 
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n | oo| 80 Technology Brief: Enter (amid battle) the supertelly 
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~ 3ng's China takes the slides, the Coliseum's 

cessary next step forward, enhanced, page 86. Books, arts and letters 
page 18. Chiang’s Taiwan Glyndebourne widens its 
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LETTERS 


South Africa 


SIR—You are welcome to call 
South Africa a “third-world 
tough” (June 21st) if you wish, 
but the word you should empha- 
sise is “tough”. It is not only the 
police who are tough with radical 
elements, but the people them- 
selves are determined to be tough 
in resisting vitriolic attempts, 
such as yours, to destabilise our 
way of life and ruin our economy 
by discouraging investment. You 
set out to make investors nervous 
about the future of our thriving 





= 
Courteous and well-tra’ned? 


first-world economy by guessing 
what might happen to destroy it. 
What you write is pure specula- 
tion. You smell blood and want it 
to flow. 

Rather look at the facts. South 
Africa is a hive of commerce and 
industry, a peaceful country in 
which whites and blacks go to 
work daily and earn their living 
without fear, thanks to a super- 
efficient, courteous and well- 
trained police force who are actu- 
ally on the most friendly terms 
with the moderate blacks whom 
they protect in every township. 

South Africa is not afraid of 
the future. Our export earnings 
are increasing thanks to the fall in 
the rand, and we have a favoura- 
ble balance of trade, with every 
assurance that it will enable us to 
repay our overseas loans. The 
black trade unions are finding 
their feet and making good pro- 
gress in bettering the lot of their 
members. A boom in low-cost 
housing together with road-build- 
ing will soon begin to reduce 
unemployment. South Africa has 
enough ingenuity to develop im- 


port substitution to combat sanc- 
tions. We know that many of our 
exports, such as gold, platinum, 
diamonds and ferrochrome, are 
most unlikely to be affected by 
your attempts to harm our 
economy. 

Edenvale, 


Transvaal M. H. SILK 





Europe and America 


SIR—Although your leader “Eu- 
rope without America” (July 5th) 
lists two (very attractive) reasons 
for an American military pull-out 
from Europe, there is a third 
benefit to America beyond eco- 
nomics and emotional satisfac- 
tion: alleviation of the anti- 
Americanism seemingly so 
fashionable in Europe today. 

It is understandable that Euro- 
peans have come to resent having 
foreign troops on their soil—and 
the constant reminder of their 
need for outside military assis- 
tance that those troops represent. 
The sole exception to this sad 
state of affairs between allies is 
France, militarily divorced from 
NATO. In the rhetoric that fol- 
lowed America’s bombing of 
Libya, few people seemed to no- 
tice that France was the only 
nation in Europe in which a ma- 
jority of the population approved 
of the air strike. 

Can it be mere coincidence 
that France, militarily indepen- 
dent, lacks the ostentatious anti- 
Americanism that the people of 
Britain, Germany, et al are be- 
coming so famous for? The re- 
moval of American military bases 
from Europe might be, the best 
thing to happen to European- 


American relations in decades. 
Tulsa, 
Oklahoma STEVEN SNYDER 


SIR—You assume that the Soviet 
Union will want to use any mili- 
tary advantage it may come to 
possess in Europe. A reduction in 
weapons and a period of peaceful 
coexistence could surely lead to a 
greater trust in the intentions of 
the Soviet Union. To try to en- 
sure that Russia has no military 
advantage is to condemn Europe 
to maintaining defence budgets 
far greater than it can afford. 
You also assume that Europe 
must have nuclear weapons be- 
cause non-nuclear armies against 
a nuclear-armed adversary would 
be like cavalry trotting into ma- 
chine-guns. This is an extraordi- 


nary view. There is no evidence 
that the Soviet Union would ever 
consider the use of nuclear weap- 
ons against a non-nuclear state. 


e Indeed it is a stated Soviet policy 


that they would not be the first to 
use nuclear weapons. 


Shoreham, NEVILLE PRESSLEY 
Sussex cnp National Executive 


SIR—If the United States were to 
undertake a troop and armament 
reduction of 50% over the next 
five years in Europe, is it not 
likely that Mr Gorbachev would 
take the opportunity to help the 
ailing Soviet economy by making 
comparable cuts in Soviet forces 
assigned to the Warsaw pact? If 
after two years the Russians 
showed no signs of reciprocating, 
could not the Americans halt 
their unilateral force reduction 
and suggest to their NATO breth- 
ren that they restore the balance 
of military power? 

Holmdel, 


New Jersey GEORGE MAEDA 


SIR—If you were to poll Ameri- 
cans, you would find support for 
NATO to be lower than any Euro- 
pean country (save for the East 
European states). The protests 
over Libya, the callousness ex- 
hibited by the shelving of the 
debate over KAL 007 and attacks 
on Americans, and the negative 
experiences of Americans in Eu- 
rope, have translated to hostility 
towards European security con- 
cerns and interests. With the pos- 
sible exception of the very isolat- 
ed East Coast establishment, 
Europe has very few supporters 
here. Indeed, the emerging gen- 
eration of political leaders in both 
the United States and Europe 
share one very concrete foreign 
policy view—mutual disdain. 
Teaneck, 


New Jersey ROBERT ZIMMERMAN 


King Juan Carlos 


SIR—Your leader “Spain Ahoy” 
(June 28th) has reminded us yet 
again of the role of King Juan 
Carlos in steering Spain towards 
democracy. He has given a wel- 
come new meaning to the name 
of Bourbon. The king's resolute 
action in putting down the at- 
tempted coup of March 1981 was 
a major turning point in Spanish 
history. The time is long overdue 
for this defender of democracy 
and constitutional government to 
receive the Nobel peace prize for 
his efforts, an honour which, over 
the years, has gone to a number 
of far less worthy people. 


Canberra SUSAN ALEXANDER 





Singapore 


Cyprus 


SIR—I do not believe that it is the 
intransigence of the Greeks 
which keeps the Cyprus question 
unsolved, but articles such ad 
yours (“Divided we stay”, June 
28th), which recognise faits ac- 
complis before governments do 
(the northern part is not “Turk- 
ish” as you say, but ‘“Turkish- 
occupied”). 

Perhaps you might like to ex- 
plain why should the Greeks back 
down from reminding people that 
the 1974 invasion, division and 
occupation of the land was ille- 
gal? Why should they stop de- 
manding the withdrawal of Turk- 
ish troops? Why should they not 
oppose the illegal (by interna- 
tional law) population of occu- 
pied territory by foreign nation- 
als? Why should the Greeks ~~* 
pursue further guarantees 
Turkey will not repeat its ivu 
sion? Why should they not seek 
their rights as the majority? Why 
should they not be offended . 
Britain, which by treaty w 
obliged to stop the Turkish ram? 
page in 1974 and since? 





Windsor, 
Ontario Spyros CHIONOS 
Basis for vaces 


SIR—With reference to Mr D. M. 
Craig’s letter (“Vexed by VAXs”, 
July 12th) advocating the Teu- 
tonic suffix “‘en’’ as the correct 
plural form, I must observe that 
the City of London usage adopts 
the Greek “ces” ending to obtain 
vaces (cf. unices, xyllices). 


London J. A. MILLER 
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Agricultural | 


Economist 
Irrigation Agronomist 
Overseas Projects 


Atkins Land & Water Management have senior 
appointments for an Agricultural Economist and an irrigation 
Agronomist. Candidates must have at least 10 years' 
experience on multi-discipline projects, preferably in a team- 
leader role, involved in feasibility studies, project preparation 
and technology transfer. Direct knowledge of relevant 
computer applications, and a background of assignments in 
tropic/arid zones, would each be a strong plus point. 


We offer famity-accompanied contracts of one to two 


. years' duration, with the additional. possibility of short-term 


assignments. There is an excellent remuneration package. 


Please write enclosing your c.v. to Alan Elliot, W. S. 
Atkins, Woodcote Grove, Ashley Road, Epsom, Surrey KT18 
5BW. Telephone Epsom (03727) 26140 Ext 2375, 





industry has two highly challenging opportunities for first class 
General Managers who have shown themselves to be excellent 


in African or similar markets. 
Nigeria 

The company in Lagos represents one of the largest of the 
Group’s International operations. As pon ofa longer term 
succession plan, a General Manage esignate is required who 
will join the Group elsewhere in Africa or 
po of Company familiarisation prior to taking up duties in 

08 


high proficiency in administration for a complex business 
environment will be essential. Ref: BGY 635. 


Kenya 


An immediate appointment is vacant in Nairobi -a somewhat 


Manager will take up duties after a brief induction period, 


The greatest emphasis will be on marketing skills — particularly 


A major international com pany in the fast moving consumer goods 


Communicators, team-builders and significant business achievers 


urope for a substantial 


smaller but no less successful operation — where the new General 






















as they relate to maintaining brand leadership ina very 
market and to the further development of a new products 





PAKISTAN STEEL 
requires 
DIRECTOR FINANCE 


PAKISTAN STEEL, a large public sector 
industrial organization, located in Karachi, seeks 
an outstanding Executive for the post of Director 
Finance, to head the Finance Department. 


His role will include financial management, 
investment appraisals, and analysis of develop- 
ment schemes and planning etc. The applicant 
should be a Chartered Accountant or equivalent 
or hold post graduate qualification in business 
administration. The candidate should be a citizen 
of Pakistan preferably within the age group of 
40 - 45 years with at least 10 to 15 years exper- 
ience in a senior position in a large multinational 
industrial organization with a sound understand- 
ing of EDP applications. The job carries attractive 
salary and fringe benefits including chauffeur 
driven car. 


Application containing fuil details should be 
sent within a month of publication of this 
advertisement to the Secretary, Ministry of 
Production, Government of Pakistan, Islamabad, 
Pakistan by Air Mail/Registered Post. 


West & East Africa 






competitive 


programme. Ref: BGY 636. 
Candidates for both positions will be aged 35-45, educated to 


graduate or equivalent standard, and demonstrate strong personal 
qualities and sound relevant experience, , ; 
Compensation and benefits will reflect the international standing 

Group and the experience required in these key positions. 
Ifyou believe you have the skills to fulfil either of t 


of the 


e above 


positions, please write with full cv to: Sarah Hornby, Austin Knight 


rail UK Limited, Knightway House, Band Lane, Egham, 
TW 


Applications are forwarded to t 


Surrey 


0 ONX quoting the appropriate references, 
e client concerned, therefore 


companies in which you are not interested should be listed in a 


covering letter, 
















































The Accounts of Riunione Adriatica di 
Sicurta for the year ended 31st Decem- 
ber 1985, highlights from which are 
shown on the right, were adopted at the 
Annual General Meeting of the Compa- 
ny held in Milan on 26th June 1986. 
Gross profit amounted to Lit. 64.2 bn 
while net profit, after special provisions 
and dividend withholding tax amounting 
to Lit. 24.9 bn, advanced by 34.8% to 
Lit. 27.5 bn. 


as from 17th July 1986 was declared on 
an equity base consisting of five times 
the number of shares as in the previous 
year, as a result of the stock split and 


| 2.20% increase in dividends over 1984. _ 
Premium income in Italy, excluding 


. Lit. 867 bn was attributable to general 
business and Lit. 255 bn to life assuran- 
ce. 


Underwriting results were much in line 
© with the previous year. Claims experien- 
“ce deteriorated in some lines, with 
Third-Party Motor Liability continuing 
to show a deficit, whereas other classes 
produced surpluses. 


». The Company’s total investments rose 
~ from Lit. 2,308 to 2,685 bn, producing 
“met income of Lit. 247 bn, 15.4% up on 
1984, 






At a Board Meeting held after the An- 
nual General Meeting, Umberto Zanni 
was elected Chairman and. re-appointed 
Managing Director. 


A dividend of Lit. 240 per share payable 


-ceombined rights and scrip-issue made in- 
the spring of 1986. This is equivalent to _ 


reinsurance, was Lit. 1,152 bn, of which 
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HIGHLIGHTS OF ACCOUNTS 
RAS ONLY, DOMESTIC AND FOREIGN BRANCH OFFICES 
(in billion lire) 







1985 





















































Premium Income 1,493.2 j 
Investment Income 290.8 4 
Claims, Maturities and other Benefits paid 778.7 
Insurance Reserves, Non-Life Branch 1,428.8 
Insurance Reserves, Life Branch 1,135.3 

- Life Sums icad 8,463.4 

- Share Capital 87.5 

General Reserves 7 551.9 
Profit for the year 27:5 





SALES OF THE 
RAS GROUP 


Premium income breakdown in 1985 
(in billion lire) 


PREMIUM INCOME 
OF THE RAS GROUP 
(ITALY AND ABROAD) 


billion lire 










3,600 RAS 








i broad) oci 493.2 
3,400 (in Italy and abroad) 1 

Other Italian Group 

Companies ooo ecene 
















Foreign Group 
Companies. 6...cciiie ener 







l Total premiums 3,661.4 









RAS Group Life Business 
T otal Sums assured, L. 17,474 billion lire 


























































The 
Economist 


Mikhail Gorbachev is shaping up to be the first 
hinking-man’s Russian leader since Lenin. Clear- 
ninded, self-confident and visibly enjoying power, he 

impressed the world with his toughness and pur- 
yoow, and with the easy charm that covers them. He 
loes not just want to do a better job of running the old 
Russia. He wants to make real changes in the way its 
jecrepit economy works. To do that, he admits, he 
weeds to change the way Russians think. and act. That 
neans a revolution. The next few years will make Mr 
Jorbachev’s reputation as Russia’s Thoroughly Mod- 
2rn Mikhail—or break him. 

He: cannot afford to think small. After 20 years of 
iteadily declining growth rates, mostly in making things 
hat. a cost-effective country would not now want to 
nake anyway, Russia’s old revolution has ground to a 
yalt, just as the United States and Japan are leaping 
nto the technologies of the twenty-first century. The 
nain thing Mr Gorbachev has done so far is to make it 
‘lear to a fascinated world that his country is in even 
vorse economic shape than almost anybody had rea- 
ised. He has thereby drawn attention to the daunting 
ize of his task. 

“Te corrupt, the drunk and the work-shy have all felt 
} oe of his boot. But Mr Gorbachev, to his credit, 
ees that playing cop is not enough. His public-relations 
nen and his journalists have been -given licence to 
ittack the old ways and start telling ordinary Russians 
what western economists have been. saying for years: 
‘hat Russia isn’t working. The first skirmish in the battle 
o modernise Russia is that Mr Gorbachev has reinstat- 
2d words like “reform” and “innovation” in the Com- 
nunist party’s vocabulary. The battle itself has yet to be 
oined. Ranged against Mr Gorbachev and his allies in 
he fight for Russia’s future is an army of people trained 
ind mind-set in the steel-girdered, initiative-stifling 
-entral-planning system. 


it’s broke, so fix it 

Mr Gorbachev is not the first man who wanted to 
thange Russia. Ever since Peter the Great three 
‘enturies ago, periodic bursts of enlightenment have 
Jeen decreed from the top. They have always fizzled 
yut, and Russia has sunk back into the gloom. The 
listoric. heaviness of the Russian aree which 

li i 4 











Streetwise Mikhail 


post-1917 one-party system. The Khrushchev yea 
were the last period of optimism that things could be 
done better in the Soviet Union. But Khrushchev’s 
enthusiasm frightened the party, and the party eventu- 
ally had its revenge: he was dumped, and hope o 
economic reform was smothered for a generation. 

Mr Gorbachev is more sophisticated than Khr 
shchev, and more modern. More sophisticated, because 
he knows better than to repeat the revolving-doo 
appointments and change-for-change’s-sake that anta- 
gonised Khrushchev’s would-be supporters. More mod- 
ern, because he is prepared to acknowledge—in word: 
anyway—that economic change in the Soviet Unio 
requires deep social change too. To achieve suc 
change, Mr Gorbachev needs the courage to dismantle 
large parts of the system that has produced stagnation 
and immobility. 

In the new spirit of honesty, some Soviet spokesmes 
publicly admit—see the remarkable letter by Mr Leon 
Abalkin in the Financial Times of July 12th—that th 
long years of dutifully carrying out orders from above 
have produced the wrong kind of people to run Mr 
Gorbachev’s Brave New Russia. The Gorbachev purge 
has so far barely scraped the top layer of the encrusted 
mass of officialdom. Simply telling old-style yes-minis- 
ter managers to take more of their own decisions will 
not work, because they do not know what taking 
decisions means. The replacement of old duds by live 
new men has to go much further. 

But even if Mr Gorbachev can find the necessary 
hundreds of thousands of new Gorbachevite managers, 
and even if he can tell the central fusspots to stop 
fusspotting, a second upheaval is necessary. If the ne 
men are to use their own judgment, and take their own 
decisions, they need some new criteria to replace the 
old dictates of the central planners. 

Mr Gorbachev has to find something, call it what he 
likes, which can do for the Soviet economy what th 
market does under capitalism: create a link between 
what people want to buy and the most efficient means 
of producing it. That will involve a radical overhaul of 
the pricing system. Until now the central planners have 
pulled prices of raw materials, goods and services mo: 
or less out of thin air. It would be romantic to.expect Mr 
Gorbachev to abandon price-fixi i 
wider range of prices wi 







what the market wants. To make sure that happens, 
pay officials all thé way down to village level have to 
e stopped from poking political noses into business 

- decisions. 
If Mr Gorbachev can see the logic of these reforms— 
d it seems that he can—he can also guess at their 
_ consequences. Whatever its head says, the great body 
of the Communist party will fight the loss of power and 
rivilege that management by market will mean. Work- 



















































constitution 


The British monarch is apparently worried about the 
impact on the Commonwealth of her prime minister’s 
policy towards South Africa. She is so worried that she 
or may not, have let one of her advisers in the 


has been regarded as an offence to constitutional 
propriety, which requires that the truth of any disagree- 
‘ment between monarch and prime minister be con- 
ealed from public knowledge. 
~ In reality, Britain’s constitution is a proudly flexible 
creature. References to its propriety tend to be em- 
ployed to make more respectable a simply political 
argument. Over British policy towards South Africa— 
the issue in this reported disagreement which is current 
‘nough to matter—the constitution is not at issue. Mrs 
Thatcher is the head of a democratic government. The 
monarch has, in all but the most freakish circumstances, 
‘no discretion over the prime minister’s election or 
appointment. Mrs Thatcher’s policies are for Mrs 
‘Thatcher to decide, with the approval of Parliament 
nd ultimately the electorate. 


Neither Palmerston nor Victoria was damaged 

Like all prime ministers, Mrs Thatcher has been 
schooled in Bagehot’s nineteenth-century maxim that 
‘the monarch has a right to “be consulted, to encourage 
and to warn”. This right is best exercised in private. 
Such force as it has comes from the confidential hint, 
not the newspaper headline. The right imposes no duty 
on the prime minister to go along with any warning, OF 
“encouragement, from the throne. These rights and 
_ duties are supported not by statute, but by custom—a 


her can treat the 
egard in political 


The Queen is not amused 


Mrs Thatcher's South African policy has upset the Queen, but not the 





ers at the bottom of newly differentiated pay-scales will 
resent the success of smarter colleagues working their 
way up. There will have to be an end to the old they- 


e pretend-to-pay-us-and-we-pretend-to-work social con- 


tract that has kept Russians quiet in return for low 
wages, low prices—and the lowest standard of living 
ever imposed on a people as genuinely well-educated as 
they. It means revolution. Is Mr Gorbachev streetwise 
enough to try it? 


matters as she chooses, particularly where she might 
feel the palace has a vested interest. 

On the Commonwealth, a vested interest is precis , 
what the Queen does have. She is its most ardent and | 
proper lobbyist, as well as being head of state for some - 
of its members. Yet the Commonwealth is becoming _ 
redundant, if not slightly absurd. Its usefulness to — 
Britain as an aid to decolonisation is now past. It 
contains some awful military or strictly personal dicta- ` 
torships, operating within one-party states. 

Most of these rulers maintain a curse on British 
governments for the colonial doings of their predeces- 
sors, the better to obtain more aid and pursue their 
natural vendetta against South Africa. At times, the 
new Commonwealth appears to have no coherent 
identity except in campaigning against that particular 
state: this week’s last-minute boycott of the Edinburgh 
Commonwealth Games being just the latest instance. 
The Commonwealth secretary-general, Mr Shridath 
Ramphal, former foreign minister to the blatantly-racist 
Mr Forbes Burnham of Guyana, is the most sophisticat- 
ed conductor of the campaign against racist Sorth 
Africa; by most of his own rules, his racist nat 
country should not be within the Commonwealth now. 

Nonetheless, the Queen’s continued support for the 
Commonwealth, warts and all, is legitimate and well 
within Bagehot’s rules: having been consulted, she has 
now wartied. What she may not do is campaign, and 
none of her anonymous advisers in the palace may do so 
either. That would clearly put the Queen in a position 
where her role as head of the Commonwealth would 
clash with the apolitical tradition of her office. 

What is equally clear is that the British government is 
under no obligation, constitutional or otherwise, to pay 
her attention. That, of course, is not the end of the 
matter. Whatever the strength of her constitutional 
position, Mrs Thatcher should be seriously concerned 
at any opposition from so distinguished a source. As the 
cheers along her son’s wedding route again showed this 
week, the Queen is a popular and experienced public 
figure. Although the same may not go for most 
Commonwealth leaders, the Queen has over the years 
brilliantly turned the Commonwealth as an institution 
into a matter of national pride Mass defections from it 










would not stand Mrs Thatcher in good ste 
any failure to show deference to the Queen’s view of the 
matter. In a stand-up fight, Mrs Thatcher could come 
off the loser, however much political rectitude is on her, 
side. Whether or not the Queen knew in advance ef the 
press briefing—which her entire career suggests is 





nor would i 








affair seems bound to throw wounding criticism on 
ways in which she uses her own press advisers. 








How to tell a terrorist 


Three questions to ask before you start mumbling about “freedom fighters” 


Terrorism is nothing new—its modern era was kicked 
off a century ago by Russia’s narodnaya volya bombers 
and assassins—-and it is not about to go away. Despite 
the prophecies of all of President Reagan’s critics, 

nerica’s bombing of Libya in April has apparently 
wud the welcome result of reducing Libyan terrorism 
(see page 22). But in the past fortnight Spain has 
suffered two Basque terrorist bombings, one of which 
killed ten people, and West Germany an attack by the 
Red Army Faction that killed a senior executive of the 
electronics company Siemens. Peru’s. centre-left de- 
mocracy no longer goes many days without a bomb 
blowing up in its people’s faces. 

There will be more attacks. The magic of terrorism 
has always been its power of magnification: an act of 
violence which would be too puny to be noticed if it 
were directed against the armed forces of a state can be 
turned- into a psychological blow strong enough to 
shake. a society if it is directed against a few ordinary 
and unarmed people. Thanks to the modern technol- 
ogies of weapons, television and travel, the enlarging 
power of terrorism has never been greater. The spiritu- 
al heirs of those nineteenth-century anarchists who 
invented “propaganda by the deed” would not dream 
of walking away from deeds that now yield so much 

paganda. ; , 


The democrats’ task 

Democracies, not tsars and the like, are almost always 
the target of terrorism these days. The main danger for 
„democracies in their next-to-unending fight against it is 
that their peoples will not have a clear enough picture of 
their enemy: so that democratic governments may not 
be as tough as they need to be to contain the threat. Few 
people now succumb to the romantie picture of the 
terrorist. But. many still think that “‘one man’s terrorist 
is another man’s freedom fighter.” He isn’t. The 
democracies victimised by terrorism must keep the 
difference clear if they are to mount effective attacks on 
terrorists and the states that back them. 

The main reason terrorists and freedom fighters blur 
in many people’s minds is that attacks on non-combat- 
ants are a frequent by-product, and occasionally a 
centrepiece, of military strategy in modern wars. It has 

been a long time since non-combatants did not predict- 
ably die in a military attack. Sometimes their deaths are 
intended: it is hard to call: resden and Hiroshima. 
















































bombings in 1945 anything but terrorism. Yet th 
second, at least, helped to end a terrible war. 

Several things nevertheless distinguish terrorist 
lence from the legitimate use of force to attain political 
ends. The first distinction is between perpetrator 
States have repeatedly shown themselves capable 
committing terrorist acts, including ones directe 
against their own citizens. But the force used by a state 
especially in its conflicts with other states, has to b 
weighed in a different balance from the force used b 
freelancers who take it upon themselves to conduc 
politics with the bomb and the gun. Among oth 
things, whole societies. speak for larger interests than. 
few individuals do. : 

Violent resistance to the authority of the state is often. 
justified: not a few of today’s presidents and prim 
ministers were yesterday's guerrillas. Yet not every 
of force is warranted, even against a ghastly govern 
ment. The second ground for distinguishing terrori: 
from other insurrectionary action is the intentions o 
those carrying out the violence. Military operation 
mounted by armies or guerrillas will frequently lead t 
the deaths of non-combatants, because they are in 
around. the military target being aimed at; but harmin 
them is not normally the purpose of the operation. Th 
whole point of an act of terrorism, by contrast, is t 
attack targets that have no military value. A terroris 
intends to harm non-combatants: they are the means b 
which he exerts his effect on others. 

This suggests the third, and strongest, reason fo 
distinguishing terrorism from other uses of force. Thi 
essential feature of modern terrorism is the severing 0 
the link between the target of violence and the reas 
for violence. All varieties of terrorism strain that li 
but not all cause it to snap. This is why some terrorist 
are more sympathetic than others. The nineteenth 
century Russians who assassinated: cabinet minist 
stand at one end. of the terrorist scale; so do. th 
bombers of Dresden and Hiroshima. At the other en 
stand the Palestinian hijackers who last year put a bu 
through the head of a wheelchair-bound American: 
board an Italian cruise ship because they wanted to 
back at Israel. 

It may seem ghoulish to make judgments abou: 
relative virtues of different kinds of terrorism; but 
makes a difference in how firmly the We 
respond to international terrorism. (Apart fr 










































such as extradition treaties, each country has to handle 
the national sort on its own.) A terrorist attack is less 
wful the closer the connection between the target and 
he grievance, and the fewer the democratic opportuni- 
ies there are for remedying the grievance. Airline 
lijackings are always unacceptable; so are attacks in 
ountries, such as Britain and Spain, where the com- 
jlaint can soon be put to the vote. South African blacks 


Rigged chips 


America’s precocious semiconductor industry is fast 
earning the bad habits of its industrial grandparents: 
ars and steel. In Washington this week, lobbyists and 
bureaucrats huddled over schemes to replace price- 
utting Japanese competition with a government-ad- 
ministered market carve-up. In California, the Semi- 
onductor Industry Association polished plans for 
ndustry-wide rationalisation. Car and steel magnates 
ried both these ploys years ago, and flopped. 

-Like Detroit and Pittsburgh before, Silicon Valley is 
lagued by overcapacity, cut-price competition from 
broad, and debilitating losses at home. After the 
lectronics boom fizzled out two years ago, America’s 
emiconductor firms were left with enough capacity to 
ake twice as many microchips as their customers 
eeded. With production lines costing $100m a throw, 
rices were slashed as firms tried to get some return— 
any return—on their overexpensive plants. In 1985, 
vhen world chip sales totalled $21.5 billion, American 
hipmakers alone lost as much as $1 billion. Although 
ales this year are expected to bounce back up to 
‘ound $25 billion, losses continue. So, predictably, do 
American complaints about Japanese competition. 


ight competitors, not competition 
The United States Commerce Department accuses a 
umber of Japanese firms of dumping memory chips 
nto the American market at less than half the cost of 
making them. But the Americans are demanding more 
han countervailing duties—the usual remedy for be- 
ow-the-belt competition proposed by the General 
\greement on Tariffs and Trade. They want Japan’s 
Ministry of International Trade and Industry to raise 
apanese chip prices higher worldwide, so that less 
efficient American suppliers can compete with them. 
American chipmakers will be making every conceiv- 
able mistake if they let themselves be drawn by their 
own Officials into a cartel with the Japanese. This would 
cut much of their own business from beneath their feet; 
send customers to buy microchips made in South 
Korea; and, above all, be the nicest present they could 
give to Japanese chipmakers. Detroit could tell Califor- 
ia why. American politicians bullied the Japanese into 
“voluntarily” restraining their share of the United 
States car market in 1980-—so sanctioning one of the 





f the Americans bully the Japanese into joining a chip cartel, they will be 
repeating their worst industrial mistakes of less than a decade ago 





who mount attacks against the white government of 
their own country have a better case to argue. 
The international terrorism that democracies must: be 
eutterly merciless about is the kind in which the victim of 
the terror and the reason for it are complete strangers. 
The West should prepare for more of it, because 
unfortunately it is also the kind that technology has 
made especially attractive to terrorists. 








worst import cartels to hit the American public in the 
pocket. The deal stopped Japanese carmakers from 
beating each other to death in the compact car m. 
ket—and handed them the time, money and incentive 
instead for developing the bigger, more profitable cars 
that Americans prefer. Now Detroit is moaning that the 
Japanese have stolen their luxury car market too. 

Exactly the same would happen in chips. Although 
Japan’s mass-production wizardry has allowed it to 
dominate markets for cheap commodity chips, Silicon 
Valley’s design skills have kept it on topin profitable 
up-market devices like microprocessors, signal proces- 
sors and custom chips. If the Americans now insist on 
forcing the Japanese to raise prices of their cheap little 
memory chips (or face dumping duties), intelligent 
firms like Fujitsu, Hitachi, Matsushita, Mitsubishi, NEC 
and Toshiba will get windfall profits and a clear message 
from the market: use those windfall profits to catch up 
faster on microprocessors. 

Silicon Valley’s lobbyists should tell their clients to 
cut their own losses. Many American firms have 
already pulled out of the memory chip business— 
including Intel, Mostek and Motorola. More will fall 
during the next two years as the market takes up t 
next generation of “megabit” memory chips. Deep- 
pocketed AT&T and IBM are already making megabit 
chips for their own products, and look like being the 
only American firms with enough financial clout to 
compete with the Japanese in the open market. The 
retreat from making commodity chips has been—and 
will continue to be—painful for American semiconduc- 
tor firms. In the past, these chips have provided bread- 
and-butter profits plus useful development knowhow 
for mass-producing the more complicated (and vastly 
more profitable) microchips bought by customers in 
telecoms, aerospace and industrial electronics. 

But the alternative is to follow Detroit—ie, open the 
door for the Japanese to their own luxury market. And 
not Detroit only. America’s steel barons won both 
restrictive trade deals and government support in: the 
1970s. The concessions tempted them to ignore the 
market realities, with foreseeable results. America’s 
largest steelmaker, USX, is once again in the throes of a 
painful restructuring. Its second largest steelmaker, 
LTV, last week shuddered into bankruptcy. 











To innovate or to introduce a decisive and exciting 
change. Recently name of new venture of Banco 
di Napoli. Offering new strategies and technolo- 
gies for innovation. SS 
Innovare means a new way of growing. 
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ATTENTION 
BRITISH CITIZENS 
LIVING ABROAD 


cLuDED’ 


If you were registered as an elector in the UK within 
he last 5 years you can now vote in UK parliamentary and Spean 
Parliament elections. 


Your vote will be cast in the constituency in which you were last 
registered before leaving the UK. 


In order to qualify you will have to fill in a declaration form and 
return it by 10th October 1986 
- (15th September if you were previously resident in Northern Ireland). 


Forms and an explanatory leaflet are available from your nearest 
diplomatic or consular post. 


PLEASE LET OTHER BRITISH CITIZENS KNOW THAI 
‘THEY MAY ALSO BE ELIGIBLE 9 VOTE IN THE UK. 





a » he FT p` 


Ai a “4 A - a ii X 


RS T, 





After Hassan, Hussein? 


No. Even though it is good news that Peres has visited King 
Hassan, the road to an Israeli-Arab peace isn’t that straightforward 


The visit of an Israeli prime minister to an Arab head of 
state on Arab soil is momentous. Nothing like it has 
happened since Mr Sadat went to Jerusalem nine years 
ago. This week’s flight by Israel’s Mr Shimon Peres to 
talk to Morocco’s King Hassan is only the second such 
public reaching across the Arab-Israeli divide. Symbols 
matter in the Middle East, and the picture of Israel’s 
leader shaking hands with a crowned descendant of the 
Prophet is a symbol of hope. 

How much substance is there behind the symbol? 
The Arab reaction this week has been strikingly differ- 
ı ` from that of 1977. Of course, Egypt is the biggest 

b country, and an essential component of any Arab 
ailiance against Israel, whereas Morocco floats on the 
western fringe of the Arab world. Even so, the Arab 
response has so far been remarkably muted. Only 
Syria, the chief of the no-deal-with-Israel camp, imme- 
diately snapped its ties with Morocco. Egypt applaud- 
ed, Jordan mumbled. Saudi Arabia climbed on to its 
usual fence, no doubt getting ready to tut-tut ineffectu- 
ally. Even Mr Yasser Arafat of the Palestine Liberation 
Organisation bided his time. 

More and more Arabs are coming to accept the 
reality of Israel. A decade ago, it would have been 
unthinkable for King Hassan, having publicly wel- 
comed an Israeli leader to his summer palace, to remain 
chairman of the Arab League. If he stays in that seat, 
the symbol will glitter even brighter. 

The chances of turning this change of mood into a 





Middle East peace treaty, however, are still as misty as 
ever. The search for an Arab-Israeli settlement col- 
lapsed in February, when King Hussein of Jordan 
decided that Mr Arafat’s wing of the PLO, which still 
represents most Palestinians, was not serious about 
negotiating with Israel. Three months from now Mr 
Peres hands over Israel’s prime ministership to Mr 
Yitzhak Shamir, who seems unwilling to return any part 
of Israeli-occupied territory to any Arab. The unnatural 
coalition between Mr Shamir and Mr Peres may come 
apart at any time, and Mr Peres’s trip to Morocco could 
win him some votes in war-weary Israel. Since Mr Peres 
is aman who might make peace, that is helpful; but it is 
all depressingly hypothetical. 

And yet Morocco would hardly have flung open its 
door to Mr Peres merely for the sake of his brown eyes. 
Perhaps King Hussein of Jordan, behind his know- 
nothing-about-it ambiguity, is hoping that the Morocco- 
Israel meeting could pave the way for a Jordan-Israel — 
one. King Hussein has for the time being given up on 
Mr Arafat. He may be hoping for the slow emergence 
of a more malleable Palestinian leadership on the 
Israeli-ruled West Bank. Mr Arafat is going through a 
difficult period and may not recover. But he is not 
through yet. King Hussein knows he needs a Palestinian 
of stature to join him in any negotiation with Israel. No 
such figure is yet in sight. That is why the signs of a — 
broadening Arab recognition of Israel, though wel- — 
come, do not point to peace tomorrow. 





‘Nay to run a railway 


British Rail is becoming more business-like. A bit more freedom— 
even a sort of denationalisation?—could make it more so 


The train pulling into the Euston headquarters of 
Britain’s state-owned railway is looking more and more 
like a privatised one. Never forget, of course, that it still 
gets a £900m-a-year handout from Mrs Thatcher’s 
government—to keep stations in marginal Tory seats 
open and operate trains to places where no business- 
man in his right mind would run a railway. But, if you 
ignore that, it has just turned a £420m operating loss of 
a year ago into a small pre-tax profit (see page 48). 
Deregulation has been good for British Rail. It has 
long been free (unlike American railways) to set its own 
fares and frequencies. It has been able to push prices up 
where demand is inelastic, and free to discount off-peak 
services ruthlessly. Where there is real competition for 
passengers from the newly-deregulated long-distance 
buses (eg, between London and Newcastle), BR has 
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more than held its share. While many a “Freddie Laker 
of the Motorway” will go bust offering discount travel 
to people who rarely travelled before, rail is now taking 
more of those new customers. All told, BR is on track to 
be charging market prices for its intercity services by 
1990. By then, only passengers using local trains in the 
provinces or commuter trains into London may. be 
getting a subsidised ride. 

The £260m loss on freight a year ago has also been all 
but wiped out, and BR has two bright freight hopes 
ahead. The real opportunity in the channel tunnel is not- 
that, when dug, it will halve the rail journey time for 
passengers travelling from London to Paris or Brussels. _ 
It is that non-stop freight trains could knock a couple of — 
days off the time taken to deliver wagons and containers _ 
from some places in Britain to continental cities. That is 
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going to make exporters think hard about whether to- 
: put their goods on tachographed juggernaut lorries. - 
- BR’s fleet of 10,000 cross-channel rail wagons—current- 
- ly being shuttled to and fro by train ferries—will 
increase enormously in productivity and size once thee 
_ tunnel is in operation. With a through freight service to 
-most continental cities, BR could offer shipping lines 
“one-stop” deliveries to Europe via ports like South- 
ampton, Felixstowe and even Liverpool. 


“And those lovely traffic jams 

< Next, BR should gain from worse road traffic jams. 
Both of Britain’s transport networks—rail’s 10,000 
miles of track and road’s 9,000 miles of trunk routes and 
motorways—are unlikely to change much in the coming 
decades. Beeching-style railway closures today would 
involve axeing a whole regional network (eg, Bristol 
and south-west England), which is politically unthink- 
able. And building more motorways where they are 
- needed (eg, around London and in south-east England) 
loses more votes than the jobs it creates. Compared 


_ Governments that have just agreed to a new interna- 
tional cocoa pact should ask themselves: why? Com- 
-modity pacts mean playing God in markets, and with 
teams that are not equipped to play Him well. Interna- 
tional bureaucrats spend long months and pleasant 
expense accounts in Geneva hotels, bargaining about 
_ what price for cocoa should be called “too low” and 
what “too high”. They then take taxpayers’ money so 
that the International Cocoa Organisation (ICCO) can 
buy cocoa into a buffer stock when the market price 
goes “too low” and sell from stock when it goes “too 
_ high” (which nowadays it doesn’t). These agreements 
are meant to reduce price instability, but since propped 
prices increase supply and restrain demand they are 
bound eventually to intensify it. 

Until last year, tin was cited as the most successful 
commodity agreement, because the buffer stock’s man- 
ager had recently kept market prices within the agreed 
band. This was because he was buying vast amounts of 
the metal with taxpayers’ money he had not actually 
got. When the bubble burst, the people from whom he 
had been buying were bilked and 500 Malaysian and 
Thai tin mines crashed out of business. The use of tin 
-was undermined when prices were propped, but has 
been resuscitated by the collapse of pact and price. 

The cocoa pact is not strong enough to blow such a 
big bubble. Cocoa’s largest consumer (the United 
_ States) and its fastest-growing producer (Malaysia) 
_ have sensibly kept outside. Among genuine improve- 
ments, the ICCO will now use a sort of crawling-peg 
mechanism to adjust the price levels it defends. The 
agreement has been struck because other EEC countries 





‘Chocolate fruit and nut 


The tin crash showed that commodity agreements don’t work. Why 
_ sign even a slightly better agreement in cocoa? 





with most other industrial countries, Britain ‘alread 
moves more than twice as much freight by road as by 
rail—and road traffic is still growing ahead of GDP, a 
around 4% a year. It cannot go on growing like tha 
while motorway mileage stands still. 

Although private motorists may choose to stew it 
traffic jams, freight forwarders surely won't. Containe: 
traffic will switch from road to rail as more motorway: 
become as clogged as the recently opened M25. BF 
should soon start replacing its fleet of old freigh 
locomotives, and buying lots of new wagons anc 
handling machinery. In the past, nationalised BR ha: 
usually had to buy equipment made expensively anc 
unreliably in Britain (like its Class 56 and 58 locos) 
Getting rid of its own engineering works is a step in the 
right direction. But, to be really competitive, BR shoulc 
now be allowed to buy equipment wherever it can get ¿ 
sensible bargain. In rail freight, that means America. [ 
might be easier for a privatised BR, albeit still carrying 
that subsidy for keeping open uneconomic lines ~*: 
move in that direction. 
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(the main consumer-signatories) wanted to please 
France, which had induced the Ivory Coast to be < 
producer-signatory; and because the existing ICCO has : 
buffer stock rising above 100,000 tonnes—so cocoa 
producing Brazil and Nigeria could become even worse 
debt-cases if ICCO disappeared and this stock wa: 
suddenly sold. Typically, it has been decided to aver 
problems from an overhanging buffer stock by ar 
agreement which means the buffer stock will grow. 

In the past, cocoa prices have sometimes soarec 
when supplies have been destroyed by tropical pesi 
government marketing boards (which in some Afr 
countries divert cocoa revenue to bureaucrats away 
from farmers, so farmers stop producing the. stuff) 
Both nuisances are likely to be diminished, by geneti 
engineering and wiser African economics. Cocoa make: 
chocolate, and a diet-conscious Europe and Americ: 
are jogging away from eating it. The new cocoa pac 
tries mildly to instal the wrong prices in the face o 
increasing supply and drooping demand, so it will be o. 
main benefit to cocoa’s substitutes. 

Cocoa producers and chocolate manufacturers. dc 
sometimes need to plan for what their incomes anc 
costs will be six months ahead, and can hedge by using 
futures contracts traded on the exchanges. The joy o 
hedging is that it is optional. Those producers mos’ 
vulnerable to wild price movements can use it, while 
those with competitive ability need not. Commodity 
agreements, by contrast, need consensus among com: 
peting producers and consumers, which can usually be 
reached only on terms acceptable to the highest-cos' 
producer in the convoy, so the whole convoy sinks. 





The Hadrian Temple (130 AD.), Ephesus-Turkey 


is (say ISH) Bank is not only Turkey’s 
leading private commercial bank in terms of 
net worth and credit facilities, but also the 
only Turkish bank with branches in 
Europe—in London, Frankfurt and Berlin. 
And with 919 branches in Turkey, you'll find 

us wherever you need us. 

Our expert staff has the know-how to 


handle your imports, exports, andallother in Turkey. 

‘ts, pronounced as in Turkish, means ‘business 
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local and foreign currency related transactions, 
But that’s not all. When it comes to 
business, we’re more than a bank. You can 
have access to fast, accurate, first hand 
business information through us. : 
Add to that 62 years of experience, and it 
willbe clear why @ 
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nhancements to NATO’s air command and control system will include provisions for interoperability 

ong all member nations, as well as a variety of systems that will prevent gaps in the network. These 
enhancements to NATO’s C3] (Command, Control, Communications, and Intelligence) system will also 
include the expanded use and reliance on advanced high-speed digital computers to sort vital information 
from sensors and immediately relay it to commanders in the most useful form. Hughes Aircraft Company 
s part of an international team that is studying NATO’s needs and defining just how the command and 
ontrol network should be upgraded. moe 








military aviator helicopter helmet can be equi with a night-vision system designed for use by 

pilots of helicopters. The Aviator’s Night Vision Imaging System (ANVIS) is a helmet-mounted binocular 

that intensifies nighttime scenes illuminated by faint moonlight or starlight. It uses advanced optics and 

echanical components to offer high performance in a rugged, lightweight package. Helmets equipped 

r ANVIS include the U.S. Army SPH-4, the U.S. Navy SPH-3, and helmets for UK Army and French 7 
ny helicopters. ANVIS is also compatible with the TOW Cobra day sight. Hughes Optical Products, a 

‘Hughes subsidiary, builds ANVIS for the U.S. Army. : e : 





Simple to use and extremely accurate, the TOW anti-tank missile has become a worldwide standard 
weapon for defense against armor. The gunner holds the sight cross hairs on the target and presses the 
tigger. The launch rocket motor burns only while the missile is in its launch container, so there is no 
ack blast after the missile leaves the tube. When the missile emerges, the wings unfold, the infrared 
racking source in the tail turns on, and a few meters later the flight rocket motor ignites and burns for 
ut one second. The infrared tracker in the launcher senses radiation from the source in the missile, 

cting when the missile veers away from the line of sight. Computer-generated commands, sent over 
wires that unreel from the missile, keep TOW on target. Hughes has built TOW for the US. Army and 
arine Corps and over 30 nations. 













r sophisticated antennas will let Intelsat VI communications satellites concentrate signals on four 

or population areas on Earth. The four squareax antennas used in combination represent a multitude 
chnology breakthroughs made possible through advanced computer-aided design/computer-aided 
ufacturing (CAD/CAM) techniques. The antennas receive microwave signals from Earth and 

nsmit them with pinpoint precision. Without the squareax antennas, those signals would be uselessly 
dispersed over populated and unpopulated areas alike. Hughes designed and built the antennas and is 
heading a team of international aerospace companies that is building the Intelsat VI satellites. 










hemicals used in electroplating printed wiring boards will be monitored continuously with the advent of 
manufacturing technology at Hughes. The process involves remote fiber fluorometry, originally 
veloped at Lawrence Livermore National Laboratory. This technique uses lasers and optical fibers to 
measure the level and composition of chemical baths based on the fluorescence of these solutions. The — 
project is part of an Industrial Modernization Incentive Program (IMIP) awarded by the U.S. Navy and 
ir Force to help create the electronics factory of the future. IMIP is a share-the-savings concept that will 
duce costs of the F-14, F-15, and F/A-18 Hornet Strike Fighter radar programs by more than $10 million, 
while improving the quality and reliability of the systems. 


For mote information write to: P.O. Box 45068, Los Angeles, CA 90045-0068 USA 


HUGHES | 


INTERNATIONAL 





The dance of three Chiangs 


FROM OUR SPECIAL CORRESPONDENT IN TAIPEI 


The Nationalists who rule Taiwan in the 
name of China have long thrived on 
adversity. They survived the decision of 
the United Nations in 1972 to admit the 
other, bigger China as occupant of the 
“hinese seat. They got over America’s 

_ cision seven years later to send an 
ambassador to Peking. They brush aside 
the occasional veiled hints from the main- 
land about some future military takeover 
of Taiwan. But now they face a challenge 
of a different sort. These days, as they sit 
on their island, the real threat to the 
Nationalist leaders comes from within: 
from their own advancing age, and from 
the growing political demands of a young 
and educated middle class. 

Nearly 40 years after Chiang Kai-shek 
led the defeated Kuomintang into their 
island exile, octogenarians purporting to 
represent distant provinces of the main- 
land still roll up in wheelchairs to party 
meetings. But today more than 60% of 
the members of the Nationalist party are 
under 35, too young ever to have set eyes 
on the mainland unless they have slipped 
in as tourists. A third of the members are 
professional people, civil servants or mili- 

ry men, including ex-servicemen. Presi- 

nt Chiang Ching-kuo, Chiang Kai- 
shek’s son and successor, can add up. The 
gradual economic and political advance- 
ment of native Taiwanese at the expense 
of exiled mainlanders has already upset 
some old Kuomintang stalwarts. The 
president knows that his party’s survival 
depends on its readiness to share its 
power and privileges. 

Which poses a problem. Now 76 and in 
poor health, President Chiang is unlikely 
to be a candidate for re-election when his 
current term of office expires in 1990. He 
has therefore given the matter of his 
successor some thought. At the end of 
last year he promised that no member of 
the Chiang family would follow him as 
president. He also dispatched to Singa- 
pore as a trade official the man who is the 
likeliest contender if that promise fails to 
stick: the 44-year-old Chiang Hsiao-wu, 
the president’s son by his Russian wife. 

Chiang Hsiao-wu is generally reckoned 
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to be a bit of a lightweight. His virtual 
exile to Singapore is poetic justice, given 
his efforts to thwart the advancement of 
his talented illegitimate brother, Mr John 
Chang, who directs Taiwan’s relations 
with the United States. So strong are the 
parallels between the brothers’ rivalry 
and classical Chinese tales that a televi- 
sion soap opera about similar goings-on in 
the Ching dynasty never got the re-run 
many people thought it deserved. 

The president has also turned his atten- 
tion to the problems his successor will 
have to deal with. Twice this year he has 
urged the Kuomintang to “listen more 
closely to people's opinions”. He has also 
instructed the party’s central committee 
to examine a series of sensitive subjects— 
ways of dispensing with martial law, the 
possible formation of rival political par- 
ties, the rejuvenation of the legislature, 
the granting of constitutional rights to 
local government, even the future of the 
Kuomintang itself. Sceptical members of 
the opposition say the president is proba- 
bly sincere in wanting to reorganise both 
central and local government; but they 
doubt whether martial law will be lifted or 
new parties tolerated. 

The doubt about parties has to be 
qualified. It was President Chiang himself 
who insisted on the first official dialogue 
between the Kuomintang and opposition 
members of parliament who are elected 
either as independents or dangwai. The 
dangwai (“outside the party”) now get 
about a quarter of the vote at election 
time, and the president’s judgment that 
they have to be brought into a dialogue is 
a signal that they are a party, or group of 
parties, in all but name. The various 
factions of the dangwai have been invited 
to set up branch offices, albeit as “‘re- 
search associations”, a designation they 
strongly resent. 

In May, the president wrong-footed the 
dangwai and stunned conservatives in his 
own party with his decision to let Tai- 
wan’s national airline negotiate face-to- 
face with Chinese airline officials for the 
return of a diverted Boeing 747 and two 
members of its crew. This worried the 





dangwai, who live in fear that the aging 
mainlanders at the top of the Kuomintang 
may one day be tempted into some senti- 
mental reconciliation with the Commu- 
nists in Peking. It seemed to fit into a 
pattern. The president has decided that 
Taiwan should stay on as a member of the 
Asian Development Bank, even after 
China has joined. The island is also 
sending its women’s basketball team to 
Moscow next month. This will be the first 
time a sports team from Taiwan has 
competed in a communist country. 
President Chiang is just as good at 
keeping people guessing about the suc- 
cession. He has elevated Vice-President 
Lee Teng-hui—a native Taiwanese with 
no real power base but a naughty streak 


“© 


The Chiang where it all began 


of liberalism—a few notches up the party 


ladder. This appeals to foreign diplomats, 
who admire Mr Lee for his degrees from 
two American universities, Iowa State 


and Cornell, and his golf handicap. But 


the president has also appointed his youn- 
ger brother, General Chiang We-kuo, as 
head of Taiwan’s national security coun- 


cil, snubbing two other powerful military 


men in the process. 

General Chiang is immensely popular 
with the armed forces, as much for his 
reputation as a womaniser and joke-teller 
as for his martial qualities. He can make 
of his new job whatever he chooses, 
although he is not thought to be an 
ambitious man. His appointment may be 
the president’s sop to Chiang-dynasty 
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loyalists, and an attempt to protect Mr 
Lee from their jealousy. But if Chiang’s 
blood does prove the thicker after all, it 
may be the exile in Singapore, Hsiao-wu, 
who is the ultimate beneficiary. 


China 


How do you say 
Locke in Chinese? 


FROM OUR CHINA CORRESPONDENT 





China’s economic experiment was bound, 
sooner or later, to bring some political 
changes in its wake. It seems to be 
sooner. The public debate about political 
reform that has suddenly broken out in 
China’s newspapers and in academic cir- 
cles has already touched on a sensitive 
nerve. Nobody has come close to ques- 
: tioning the authority of the Communust 
party—that is a condition of the debate 
being allowed to take place at all. But the 
buzz over political reform will make peo- 
ple think about the party’s traditional role 
as the guide and overseer of everything 
that matters in the running of China. 

China’s chief reformer, Mr Deng Xiao- 
ping, has been talking of separating the 
functions of the party from those of the 
government since at least 1980. In a 
speech then he attacked the concentra- 
tion of power in the hands of the few, 
nepotism, bureaucracy and the practice 
of giving party members jobs for life. His 
economic reforms have already cost many 
party officials their jobs in industry. Party 
hacks may now face the same sort of 
challenge in government: some are being 
replaced by better-trained civil servants. 

Mr Deng’s new party propaganda 
chief, Mr Zhu Houze, told a party confer- 
ence recently that political change must 
come quickly. According to a member of 
the party’s influential central-committee 
secretariat, this means reforming the 
spoils system for party bureaucrats, 
sprucing up China’s legal administration 
and putting some distance between party 
and government. In an effort to stamp out 
abuses of party privileges, the govern- 
ment is likely to introduce new regula- 
tions governing the rights and duties and 
the hiring and firing of officials. 

The separation of government and par- 
ty responsibilities would make it harder 
for one person to get absolute control 
over the country. The reformers still 
shudder over the disasters that befell 
China when Mao Zedong and, in his later 
years, his wife Jiang Qing, managed to do 
this. The decision after the Communist 
takeover in 1949 to make state power and 
party power more or less the same thing 
helped make Mao’s personality cult 
possible. 
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Mr Hu Qili, the man expected to suc- 
ceed Mr Hu Yaobang as chairman of the 
Communist party, now makes a point of 
linking references to the party’s leader- 
ship with a new phrase that means more 
than it sounds like: “the people’s demo- 
cractic supervision.” It reflects curiosity 
among Mr Deng’s supporters about the 
checks and balances built into the plural- 
ist systems of the West. Scholars in Pe- 
king are quietly looking into some curious 
western habits: the role of parties, and 
the divisions of power between federal 
and local authorities and parliament and 
the judiciary. They may even think of 
applying some of their learning to the 
running of Hongkong after China takes it 
over in 1997. 

The party’s musings are due to contin- 
ue as preparations are made for the 
thirteenth Communist party congress in 
Peking in September 1987. Some officials 
and scholars reportedly want to take a 
sympathetic look at the role of the civil 
service in pre-revolutionary China. Oth- 
ers are mugging up on Thomas Jefferson 
and Edmund Burke. The search for what 
Mr Zhu calls “political science with Chi- 
nese characteristics” is on. 


Japan 


Throne of Blood, 
Part 2 


FROM OUR TOKYO CORRESPONDENT 


Only one minister was left in his former 
post after the sweeping changes an- 
nounced on July 21st and 22nd in Japan’s 
government and at the top of the ruling 
Liberal Democratic party. Mr Yasuhiro 
Nakasone, the prime minister, went as far 
as he could to secure his power base and 


divide his opponents. The prime minister 
will keep his job, though for how much 
longer has been left vague. He has also 
shown that, when the time comes, he 
intends to choose his successor. The ailing 
Mr Kakuei Tanaka is no longer the par- 
ty’s unchallenged kingmaker. 

Mr Nakasone’s first objective was to 
stay in office beyond October, when his 
second two-year term ends and party 
rules require him to stand down. Even the 
landslide victory he led the party to on 
July 6th was not enough to convince it to 
agree formally to a third term. His rivals 
have conceded only that he may carry on 
“until pending problems are resolved.” 

The new cabinet reflects the strengths 
of the ruling party’s factions. Eight places 
(a gain of two) went to the Tanaka 
faction; five, including his own job, to Mr 
Nakasone’s (a gain of one); three (a loss 
of one each) to the former Fukuda fa 
tion, now led by Mr Shintaro Abe, and 1 
the Suzuki faction, whose leadership may 
soon pass to Mr Kiichi Miyazawa; and 
one to the Komoto faction. 

Of the three main contenders for Mr 
Nakasone’s job, Mr Noburu Takeshita, 
who was finance minister, and Mr Abe, 
formerly the foreign minister, have been 
transferred to top party jobs. Free of 
ministerial duties, they can concentrate 
on the succession race. Mr Takeshita now 
becomes the Liberal Democrats’ secre- 
tary-general, thus probably edging ahead 
of Mr Abe, who will be chairman of the 
party’s executive council. Mr Abe re- 
places Mr Miyazawa, who becomes fi- 
nance minister and thereby loses influ- 
ence within the party. 

Mr Nakasone wanted the 71-year-old 
Mr Shin Kanemaru to stay on as secre- 
tary-general—a post which, when held by 
a somewhat younger man, is seen as a 
stepping stone to the prime ministershi 
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Through years of rugged service in war and peace- 
time, the C-130 Hercules aircraft has earned the admira- 
tion of pilots and mechanics all over the world. Its simply 
one of the most dependable planes in the air. 

But it’s also one of the most versatile. It converts from 
aerial refueling capability to cargo handling in hours, and 
delivers outstanding performance on either mission. 

As a tanker, the Hercules aircraft carries 56.000 
pounds of fuel on a typical mission—fast enough for mid- 
air delivery to jets, or slow enough for helicopter refueling. 


Freighter tomorrow. 


When the KC-130 is used as a freighter, it can get 
almost anything almost anywhere. Its 40,000-pound 
capacity is large enough for tanks and heavy trucks. It can 
land or take off from runways you wouldn't try with other 
planes. Even ice and snow. 

Best of all, the C-130's impressive performance comes 
with surprising cost efficiency, Thats why you'll find it 
serving more than 55 governments on every continent, day 
inand day out, year after year. Getting the job done, no 
matter what the job may be. 











FROM OUR TOKYO CORRESPONDENT 


While Mr Yasuhiro Nakasone was busy 
jostling the rival factions of Japan’s Lib- 
eral Democratic party into a new govern- 
ment this week, the Japan Socialist party 
was facing the consequences of its crush- 
ing defeat on July 6th. With only 85 seats 
in the lower house—down from 112 in 
the previous Diet, and a smaller contin- 
gent than the Liberals Democrats’ Tana- 
ka faction alone now commands—the 
country’s main opposition party has fall- 
en below 100 seats for the first time since 
1969. Back in 1955 it had 154 seats. This 
is not just a matter of private grief. Japan 
needs a healthy opposition to the Liberal 
Democrats, who have been in power 
continuously since 1955. 

The Socialists have declined along 
with their main backers, the trade 
unions, which have been losing strength 
as a gly economy becomes less domi- 
nated by heavy industry. Union mem- 
bership fell from 34.5% of Japan's work- 
force in 1970 to 28.9% last year. The 
union movement is itself divided. The 
General Council of Trade Unions of 
Japan represents 35% of unionised la- 
bour and supports the Socialists. The 
more moderate Japanese Confederation 
of Labour, representing 17% of unionists, 
supports the Democratic Socialist party. 

What is worse for the General Coun- 
cil, 60% of its members work in the 
public sector (compared with 7% of the 
Confederation of Labour's members). 
Mr Nakasone’s privatisation programme 
has already hit it hard. It will be hurt 





That might have blocked Mr Abe and Mr 
Takeshita, who are both 62. But Mr 
Kanemaru, a senior member of the Tana- 

a faction, insisted on stepping down. His 

ove stymied Mr Abe and put Mr Take- 
shita (whose daughter married his son) 
into the top party job. Mr Kanemaru, as 
deputy prime minister, will be expected 
to keep Mr Takeshita and Mr Abe in line. 

The “new leaders” differ about how 
long Mr Nakasone will need to resolve 
those pending problems: privatising Ja- 
pan National Railways, in particular, 
though there are also tax, welfare and 
education reforms and a supplementary 
budget to be considered. Mr Takeshita 
needs time to win the Tanaka faction’s 
leadership, and would readily let Mr 
Nakasone stay on for a whole year. Mr 
Abe, unwilling to grant Mr Takeshita 
time, contends that only the railway pri- 
vatisation really matters. This could be 
put through by the end of 1986. 

The cabinet bears Mr Nakasone’s im- 
print, which may be an augury of his 
kingmaking powers. The new transport 
minister, who will handle the railway 
legislation, is Mr Ryutaro Hashimoto, at 
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A rude awakening 
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more when the state-owned Japan Na- 
tional Railways is split up and sold off. 
The National Railway Workers’ Union, 
which has been campaigning strongly 
against privatisation, has lost 10,000 
members over the past three months to 
more moderate unions, The other big 
railway union, the Locomotive Engi- 
neers’ Union, last week walked out of 
the General Council in protest against its 
rival’s hard line. 

This is all the more dismal for Mr 
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48 one of the party’s rising stars. He is a 
member of the Tanaka faction but was 
the prime minister’s personal choice. The 
only minister to retain his job, Mr Masa- 
huru Gotoda, is also in the Tanaka fac- 
tion but is a close ally of Mr Nakasone. 
The new foreign minister, Mr Tadashi 
Kuranari, is another trusted aide of his. 

By taking on Mr Miyazawa as finance 
minister, the prime minister stands to 
gain in several ways. Mr Miyazawa’s 
criticism of the government’s austere 
budgetary policy will be stilled, and for- 
eigners are meant to see his appointment 
as a sign of the government's intention to 
stimulate domestic demand. Mr 
Miyazawa’s ministerial duties will restrain 
his campaign for Mr Nakasone’s job. He 
will be further hampered by the appoint- 
ment of his factional opponent, Mr Ma- 
sayoshi Ito, to the third of the senior 
party jobs, chairman of the policy re- 
search council. 

Mr Susumu Nikaido, now the Tanaka 
faction’s leader, rejected several offered 
Positions because he wants to concentrate 
on blocking Mr Takeshita’s efforts to take 
over the faction. Mr Michio Watanabe, 
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Masashi Ishibashi, the Socialists’ chair- 
man, because he had worked hard to 
wean his party and the General Council 
away from their Marxist yearnings. The 
voters were not impressed. The Liberal 
Democrats looked the party of reform: 
Mr Nakasone, not Mr Ishibashi, the 
leader to bring it about. 

The voters have changed too, and the 
Liberal Democrats, like conservative 
parties in America and Europe, have 
benefited from the preoccupations of a 
more prosperous generation. Even in 
hostile Tokyo, where the turn-out was 
low (which should have hurt the Liberal 
Democrats), the party gained five seats 
and won a best-ever. total of 19. The 
pacifism, neutralism and vaguely anti- 
consumerist instincts of the Socialists 
seem musty and irrelevant to most city 
people, whose worries tend to be taxes 
and high food prices. 

Some of the Socialist party’s thinkers 
want it to distance itself a bit from the 
unions and to become more of a social 
democratic party that could bring in all 
the left-of-centre opposition groups. At 
the party’s convention on July 28th, Mr 
Ishibashi is expected to repeat his call for 
the Socialists, the Democratic Socialists 
and the centrist Komei party to form a 
parliamentary alliance, and to agree on a 
common policy for the next general 
election. He also wants the labour 
unions to unite. 

It is a tall order. The left-wing parties 
differ over defence, relations with Amer- 
ica, and nuclear power. The election has 
been a shock for the Socialists. Enough 
of a shock to propel them into the 
future? 









































who used to run MITI, is also out of a job. 
He belongs to Mr Nakasone’s faction, — 
which for obvious reasons has not yet 
produced a “new leader”. The free- 
speaking Mr Watanabe, who, like Mr 
Abe and Mr Takeshita, is 62 and thus six 
years younger than the prime minister, 
wants to fill that role. 


Bolivia 


The ones that got 
away 


An American-Bolivian campaign against 
drug-traffickers in Bolivia started on July 
14th, and promptly proved how hard a 
job it has. Bolivia is an ideal place for i 
drug-peddiers. The writ of the cash- 
starved government barely extends out- 
side the towns. Underpaid policemen are __ 
open to persuasion by traffickers whose E: 
annual turnover is around $600m. And 
coca leaves are traditionally chewed by 
Bolivians to allay hunger or pain. 

On July 13th, the 50-odd men working 
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it a success. Was 













So far, almost certainly. European oppo- 
sition to the American action has faded 
into silence. Colonel Qaddafi looks grog- 
gy. He has not, directly or indirectly, 
done much noticeable punching back, 
despite a small flurry of retaliatory bru- 
talities by some of his Middle East ad- 
mirers in the immediate aftermath of the 
bombing. The Russians keep him at 
arm’s length. His fellow-Arabs have lift- 
ed neither a finger to help him nor an 
arm to comfort him. And the West 
Europeans have begun to tighten up 
their security and reduce their economic 
and diplomatic ties with Libya. The 
American raid did not provoke the in- 
stant dire reaction so widely predicted in 
Western Europe. 

None of which means that internation- 
al terrorism has been defeated. A break- 
down of terror-related deaths and inci- 
dents shows a steady hum of terrorist 
activity. In the world as a whole, the rate 
of anti-American terrorism looks like 
being little different from last year, 
which produced the highest number of 
lethal anti-American attacks for many 
years. In 1985, about a third of the 28 
Americans killed by terrorists lost their 
lives in Middle East-related incidents. 
This year the numbers could be much the 
same, perhaps tailing off after April. 

There have been some 18 anti-Ameri- 
can terrorist incidents in Western Eu- 
rope and the Middle East in the three 
months since the Libyan raid, compared 
with about 15 during the 3} months 
before it. Not all the post-April-15th 
actions were connected to the raid, nor 
have many Americans actually been 
killed in them. 

According to Mr Robert Oakley, the 
Reagan administration’s chief counter- 
terrorist and terrorist-counter, the num- 
ber of anti-American incidents as a pro- 
ey of worldwide terrorist actions 

as fallen over the past three years from 














































in the cocaine laboratory in El Zorro, 
hidden under towering trees about 200 
miles north-west of Trinidad in the re- 


mote north of Bolivia, packed up and 


flew out from their 700-yard landing strip. 
The next day, an American C4A transport 
aircraft arrived at Trinidad and disgorged 
six Black Hawk helicopters and 160 pi- 
lots, gunners and maintenance men. On 
July 15th, the helicopters flew into empty 
El Zorro. 

Bolivian anti-narcotics policemen, 
known as Leopards, and an adviser from 
the United States Drug Enforcement Ad- 
ministration found two big Brazilian gen- 
erators supplying shacks where coca paste 
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Keeping count of terror 


FROM OUR SPECIAL CORRESPONDENT IN WASHINGTON 


Three months after the bombing of Libya, the temptation is growing to call 


40% of the total to 25%. Purely national 
terrorism committed by the likes of the 
Irish Republican Army and the Basques’ 
ETA is far more widespread than anti- 
American terror. The world total of 
terrorist incidents, according to Ameri- 
can officials, has gone steadily up in the 
past four years, from an average of 500 a 
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Gunning for terrorists 


year in 1979-83 to 600 in 1984 and 800 
last year. That figure does not include 
attacks by Afghan rebels, Nicaraguan 
contras or Angola’s anti-government 
UNITA guerrillas. 

The Middle East is not, anyway, the 
worst part of the world for Americans. 
The number of Latin American-related 
acts of terrrorism in which Americans 
have been killed over the past five years 
is, on average, 40% higher than the 





number of Middle East-related acts. In 
1985 there were some 86 terrorist acts in 
Latin America involving United States 
citizens, compared with 16 similar inci- 
dents in the Middle East. Contrary to 
popular American belief, relatively little 
Middle East terrorism is directed against 
Americans. 

Colonel Qaddafi helps some of the 
nastiest terrorist groups in the world, but 
the number of American and West Euro- 
pean deaths that can be directly attribut- 
ed to him is pretty small. By far the 
largest number of Colonel Qaddafi’s 
victims are fellow-Libyans (‘‘stray 
dogs”). By far the largest number of all 
Middle East terrorist victims (those who 
get killed in Europe through some Mid- 
dle East connection as well as those who 
die in Arab countries) are Arabs killed 
by other Arabs. Of 75 Arab attacks in 
Western Europe last year, 62% were 
aimed at fellow-Arabs, 17% at Israeli or 
Jewish targets, 16% at European ones, 
and only 5% at Americans. 

Terrorism in Europe, according to the 
American statistics, accounted for a fifth 
of all terrorist deaths last year. Europe’s 
own groups (the IRA and ETA being by far 
the highest scorers) killed 118 people. 
Middle Easterners working in Western 
Europe killed 65, not counting the vic- 
tims of the Egyptian airliner hijacked to 
Malta last autumn. Of the Arab killers, 
Abu Nidal and Ahmed Jibril, both out- 
casts from the Palestine Liberation Or- 
ganisation, were responsible for two- 
thirds of the victims. 

The worst place in the world for ter- 
rorism is undoubtedly Beirut, where kill- 
ings are so frequent that the statisticians 
have no hope of keeping pace. The most 
cynical manipulator of terrorist groups 
has almost certainly been President As- 
sad of Syria, the chief protector of Abu 
Nidal, whose main targets have been 
Jordanians and members of Yasser Ara- 
fat’s wing of the PLO. President Reagan 
preferred to make Colonel Qaddafi his 
target in April, and the thump he gave 
the colonel seems to have given him 
pause. No bad thing, if the pause lasts. 
Whether it will make other terrorist- 
organisers hesitate remains unproven. 





had been filtered, purified with ether and 
acetone, and dried into crystals. But they 
found no cocaine. Local peasants told 
them what had happened. The next day, 
the helicopter-borne police raided two 
cattle ranches suspected of housing lab- 
oratories and found them to be cattle 
ranches. There followed a lull and talk of 
the need for better information. 

The Bolivians and Americans cannot 
do much. Coca-growing will continue 
until the unlikely discovery of a more 
profitable alternative crop for the peas- 
ants. The government refuses to eradi- 
cate coca. Nobody doubts that the men 
who flew their manufacturing operation 
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out of El Zorro will resume elsewhere in 
the forest, and probably have done so 
already. 

Bolivia was pushed into accepting 
American help by a threat to cut off 
$7.4m in economic aid on the ground that 
its anti-drug campaign was inadequate. 
The hard-left union federation inveighed 
predictably against “a disguised Ameri- 
can invasion”, and at least one senior 
official found the American presence po- 
litically embarrassing. The interior minis- 
ter, Mr Fernando Bathelemy, found a 
silver lining. “The disappearance of the 
traffickers is a success in itself,” he said, 


“even if they got away.” 
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Malaysia 
Mosque power 


FROM OUR SPECIAL CORRESPONDENT IN KUALA LUMPUR 


His electoral prospects do not look great 
right now, but Malaysia’s prime minister, 
Dr Mahathir Mohamad, has called an 
election for August 2nd and 3rd anyway. 
He is unlikely to hold on to the four-fifths 
majority his National Front coalition has 
had since 1974, But he must face the polls 
by April 1987, and the longer he waits, 
the gloomier his outlook is likely to get. 
His party, the United Malays National 
Organisation (UMNO), is the biggest in the 
ruling multi-racial National Front coali- 
tion, but it is split. Financial scandals 
have grubbied the government’s look. 
Opposition from the Muslim fundamen- 
alists’ Islam party is getting stronger. 

By holding an early election, Dr Ma- 
hathir hopes to minimise the threat posed 
by Mr Musa Hitam, the deputy president 
of UMNO, who recently resigned as deputy 
prime minister after a quarrel with him. 
Mr Musa is a popular man, whose courte- 
ous manner compares favourably with Dr 
Mahathir’s high-handed bluntness. His 
following is growing, and the prime minis- 
ter wanted a vote before Mr Musa be- 
comes a serious rival. Dr Mahathir also 
scheduled the polls to precede the finan- 
cial-fraud trial of Mr Tan Koon Swan, 
president of the Malaysian Chinese Asso- 
ciation, the second biggest party in the 
ruling coalition. 

Conveniently, the electior will coincide 
with a period when a lot of the active 
campaigners for the Islam party will be on 
their pilgrimage to Mecca. The rise of 
fundamentalist Islam, particularly in the 
‘ep areas of northern Malaysia, has 
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swung opinion towards the Islam party, 
which is now Dr Mahathir’s most danger- 
ous opponent. It is likely to perform well 
in his home state qf Kedah and could win 
the state elections in oil-rich Terengganu 
and Kelantan. 

The Islam party has been trying to put 
together a united opposition front. It 
wooed Chinese voters by promising to 
scrap the New Economic Policy which 
discriminates in favour of ethnic Malays 
in education and business. It is not having 
much luck: the Chinese are understand- 
ably reluctant to go along with a party 
that wants to create an Islamic state. 

Dr Mahathir has improved his odds by 
getting the Muslim members of his coali- 
tion to accept the Christian-dominated 
United Sabah party as a partner. In April 
1985, this party won the state election in 
Sabah, throwing out the National Front. 
The victory triggered a series of bombings 
and arson attacks by Muslims. But since 
the Christians won hands down again in 
May this year, the National Front Mus- 
lims saw the point of an alliance. 

The National Front’s new partner 
should ensure victory in Sabah, and Ma- 
laysia has a first-past-the-post electoral 
system which will help the ruling coali- 
tion. Even so, the National Front may 
lose 25 or so of the 132 parliamentary 
seats it won in the last election in 1982. 

The government’s attack on the Islam 
party has concentrated on hinting that a 
vote for the opposition is a vote for 
sectarianism. Since the election was an- 
nounced, mock riots have been staged in 
central Kuala Lumpur to demonstrate the 
police’s ability to control mobs. Some 
Malaysians saw it as a gentle reminder of 
the racial riots of the 1960s, and a mes- 
sage that a vote for the National Front is a 
vote for order and harmony. 
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Nicaragua 
——— e 


The cross gets 
hammered 


FROM OUR SPECIAL CORRESPONDENT IN MANAGUA 


The Sandinist government of Nicaragua 
has settled two domestic scores since the 
United States House of Representatives 
voted last month to reopen the taps of _ 
military aid to the contra rebels. First it 
closed the newspaper La Prensa. Then it 
struck at the Catholic church. Bishop 
Pablo Antonio Vega, vice-president of 
the Nicaraguan bishops’ conference, was 
accused of contra sympathies and deport- 
ed to Honduras after he hinted that the 
Sandinists’ reliance on Russia justified 
American intervention. 

The country’s conservative-leaning 
bishops have been on poor terms with the 
government since 1980, when it began a 
“literary crusade” that the bishops 
thought subverted Christian values. They — 
later encouraged young men to try to _ 
avoid conscription, on the ground that the 
army was not a truly national force but an 
adjunct of the Sandinist party which in- 
doctrinated its recruits. The Sandinist 
party has also tried to take over the 
charitable work of the church, and has 
adapted Nicaragua’s rich tradition of 
saints and festivals to create a rival cult 
with its own hymns, martyrs and 
processions. 

Some priests argue that welfare and 
patriotism are what Nicaragua needs, 
even if that means a concordat with 
communism. There is, they say, no neces- 


sary contradiction between Marxism and 


Christianity. Three such priests hold cabi- 
net posts, in defiance of canon law, and 
have been suspended by the Vatican. 
Perhaps another 70, between a quarter 
and a fifth of the country’s clergy, back 
the government. Their so-called “popular 
church” has fallen foul of the Pope by 
becoming, in the words of a Vatican 


spokesman, “a cog in the machinery of A 


the Sandinist party”. As a club for libera- 
tion theologians, many of them foreigners 
who came to Nicaragua after the revolu- 
tion, the pro-Sandinist faction is accused 
of materialism and of neglecting the pri- 
mary task of saving souls. 


It is hard to tell how much influence 


these priests have. They have built net- 
works of communities which combine 
Bible-reading with “raising conscious- 
ness”. A group of Spanish Dominicans in 
the department of Chinandega is credited 
with netting the Sandinists almost 90% of 
the local vote in the 1984 election, com- 
pared with a national average of 63%. 
But the bishops have since “deauthor- 
ised” some of these groups, to discourage 
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peasants from joining. More than 20 
rebels have been remdved from their 
dioceses and made to leave Nicaragua. 
Few priests now support the Sandinists as 
vigorously as before. Those who do have 
lost followers. 

By contrast, the mainstream church has 
gained in popularity. The abuse it has got 
in Sandinist newspapers, and some in- 
timidation by Sandinist mobs, have 
helped it, as more Nicaraguans have 


- turned against the ruling party. Because 


the political opposition is so frightened, 
anti-Sandinist Nicaraguans have instead 
looked for leadership to the primate, 
Cardinal Obando y Bravo. The cardinal is 
a confident man of peasant stock. When 
he returned from Rome last year after his 
investiture, he drew crowds shouting anti- 
government slogans on the streets. 

But the cardinal is a symbol, not a 
contender for power. “Our great mistake 
has been the failure to build an organisa- 
tional base with lay participation,” says 
one churchman. “We should have learnt 


_ from the ‘popular church’.” In 1984 the 


archdiocese of Managua belatedly set up 
a commission, known as Coprosa, to 
create such an organisation. Within nine 
months it had 63 sub-units and was about 
to be extended to the rest of the country. 
The Sandinists then closed it down. 

They have since silenced Cardinal 
Obando y Bravo’s national voice, Radio 
Catolica, and banned other radio stations 
from carrying his messages. Under the 





Obando y Bravo silenced 


present state of emergency he is prevent- 
ed from holding open-air rallies during his 
pastoral visits, and must now rely on 
parish priests to spread the word at Mass. 

The Sandinists have the church more or 
less under control, and are unlikely to 
provoke a furore by expelling the cardi- 
nal. The independent Permanent Human 
Rights Commission, and the body which 
tries to protect the private sector of the 
economy, are more likely to be next on 
the government's score-settling list. 


SOUTH AFRICA 





Is there life after sanctions? 


FROM OUR SPECIAL CORRESPONDENT IN SOUTH AFRICA 


“If it is expected of us to forgo essential 
goods which we cannot manufacture or 
build ourselves, let us obtain them by 
exploiting the self-interest of others.” So 
said President Botha on July 17th. He was 
unveiling his country’s new strike aircraft, 
the Cheetah. It is an open secret that this 
aircraft, a version of the old French F3 
Mirage, is the product of an established 
arms-embargo-busting conduit from 
France via Israel. i 
The prospect of trade sanctions is now 
greasing many such conduits, not just 
between South Africa and its traditional 
middle-men in Israel, Taiwan and South 
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Korea, but most of all within Africa itself. 
Almost every African economy is now in 
a state of siege, not unlike the one that 
South Africa’s black neighbours want to 
impose on it. These sieges are character- 
ised by import restrictions, hard-currency 
starvation and shrinking export markets. 
It is ironic that policies which most Afri- 
can states have adopted as a means of 
maintaining existing regimes in power 
should now be advocated as a means of 
hastening the downfall of Pretoria’s. 

The South African government as- 
sumes that sanctions of some kind will be 
imposed in the next few months and has 





made its dispositions. The EEC’s pack- 
age—the likeliest one for Britain to sub- 
scribe to if Sir Geoffrey Howe's current 
mission fails—would impose bans on new 
investment and on imports of coal, iron 
and steel and Krugerrands. The Com- 
monwealth’s package would add bans on 
food imports, air links, tourist promotion 
and government contracts with South 
African-linked companies. There is little 
prospect of a ban on exports to South 
Africa, apart from the already existing 
(and thoroughly circumvented) ones on 
arms and oil. 

Numerous committees in Pretoria are 
examining counter-measures. Mr Fred 
Bell, the head of Armscor, the govern- 
ment corporation that now supplies 
roughly 90% of South Africa’s arms 
needs, has been named to oversee sanc- 
tions-busting. He will probably be look- 
ing at four things: new capital inflows 
disinvestment, the imposition of import 
controls and the loss of export markets. 

New long-term capital has virtually 
ceased to flow into South Africa, though 
some lines are still open from West Ger- 
many and Switzerland. Trade credit is still 
available, and new credit lines would 
emerge over time through offshore finan- 
cial centres. Foreign banks would shy 
away from further embargoes of the sort 
imposed on medium-term credit last year. 
The banks wish to do nothing to impel 
South Africa towards default. 

If foreigners actually disposed of their 
South African companies, it would be 
seen as a mixed blessing. It would demor- 
alise the business community; but the 
Afrikaner-run Nationalist government is 
relatively unconcerned with that predom- 
inantly English-speaking lobby. The as- 
sets might quickly be acquired by other 
foreigners, some operating throug’ 
“fronts” in non-sanctions countries suc 
as Israel and Taiwan. Any attempt to 
remove plant and machinery would cer- 
tainly lead to sequestration by the govern- 
ment. A ban is already believed to have 
been placed on sales abroad of South 
Africa’s considerable fleet of executive 
jets. 

The more usual result would be for 
South African assets to go the way of 
foreign-owned assets elsewhere in Africa: 
into de facto nationalisation. Profits 
would be negotiated between company 
boards, often including public officials 
and soldiers, and government depart- 
ments. Not good for economic efficiency, 
but hardly a shattering blow to the morale 
of ministers suddenly presented with 
huge industrial patronage. 

One consequence of foreign firms pull- 
ing out would be an end to the Sullivan 
and EEC codes of labour practice. They 
call for integration of the workplace and 
fair wages for black employees. Their 
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How communist is the African National 
Congress? Enough so to worry a lot of 
people—and not just those who see reds 
under beds—about the kind of place an 
ANC-ruled South Africa would be. 

The ANC’s 30-strong national execu- 
tive, its top body, contains at least ten 
members of the South African Commu- 
nist party, and perhaps as many as 14 or 
15. The names of the executive’s mem- 
bers, all of them in exile, are public. 
Apart from a few Communists who were 
prominent before 1950, when the party 
was still legal, it is hard to pinpont which 
of the executive’s members are also 
party members. With a little detective 
work and some deduction, however, it 
can be done. 

The head of the anc, the imprisoned 
Mr Nelson Mandela (who is not techni- 
cally a member of the executive), almost 
certainly is not a Communist. Mr Oliver 
Tambo, who runs the ANC in Mr Mande- 
la’s absence, also is not. Everything 
about him suggests a straight-up-and- 
down African nationalist who would be 
quite happy with a non-Leninist state 
and a mixed economy. Circumstances 
and tradition might force him to be 
authoritarian, but by African standards 
his natural inclination is probably liberal. 

But Communists sit in high places in 
the ANC. One of the top academic writers 
on black nationalism reckons that the 
ANC’s secretary-general, Mr Alfred Nzo, 
is probably not a Communist, but that 
the treasurer, Mr Thomas Nkobi, very 


impact on wage costs has probably been 
marginal, but the ending of such monitor- 
ing would also marginally depress earn- 
ings, Coupled with the rapid collapse of 
influx control (because of the ending of 
the pass laws) and white job reservation, 
labour unit costs could fall fast. This, 
combined with a further decline in the 
value of the rand, would do much to 
uphold’ South Africa’s international 
competitiveness. 


Where sanctions might bite 
Competitiveness is central to the question 
of trade sanctions. The rand is now worth 
40 cents—half of its value at the start of 
1984, This has made imports much more 
expensive and has fuelled inflation, which 
is now running at an annual rate of 17%. 
But, thanks mainly to gold exports, South 
Africa ought to run a current-account 
surplus of perhaps $3.5 billion this year. 
The chief impact of sanctions would prob- 
ably not be on the current account as 
such, but on certain important industries. 
Apart from the luxury goods that make 
life sweeter in South Africa than any- 
where else on the continent (for those 





Red shadow in the South 


likely is. If so, fle is the highest-placed 
Communist in the organisation. 

Mr Joe Slovo, the leading white man 
in the Communist party, has been (and 
may still be) chief of staff of the military 
wing of the ANC. Some people have 
claimed that the ANC’s other top military 
figure, Mr Joe Modise, its military com- 
mander, is also a Communist; but. he 
almost certainly is not. 

The most prominent member of the 
rising ANC generation, the 43-year-old 
Mr Thabo Mbeki, is the son of a distin- 
guished ANC prisoner, Mr Govan Mbeki, 
who joined the Communist party in 
1961, a couple of years before he was 
locked up. Some say the son must be a 
chip off the Soviet block (“he owes 
everything to them”). But he is a prag- 
matist and lacks the ideological single- 
mindedness of the Marxist old guard. 

The South African Communist party is 
an orthodox pro-Russian party: it 
backed the Soviet invasions of Czecho- 
slovakia and Afghanistan. Its finances 
are sound and it exercises a guiding hand 
over the flow of arms to the ANC. The 
party was originally for whites only— 
during the miners’ strike of 1922 Com- 
munists chanted the remarkable slogan 
“Workers of the world unite for a white 
South Africa”—but soon became fear- 
lessly multiracial. It has impressed black 
activists with its courage and discipline. 

Several things, however, suggest that 
Communist influence on the ANC may be 
limited. First, atheistic egalitarianism is 


main import needs are for capital goods 
such as machine tools and semi-manufac- 
tures, and for high-tech products such as 
computers. Trade experts are convinced 
than an embargo on imports of any of 
these would be fairly easy to break. 

The world’s machine-tool and comput- 
er industries are in a slump. Foreign 
computer companies have already been 
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unattractive to most blacks, even in’ 
gravely unequal South Africa. Second, a 
large number of the most committed. 
Communists are whites, Indians and 
mixed-race people, many of them intel- 
lectuals, whom ordinary blacks regard 
with instinctive caution. 

Third, the ANC itself is by no means- 
Communist. Its Freedom Charter is a’ 
vaguely socialist document that liberal 
whites could easily swallow. The 
churches, and churchmen like Bishop 
Desmond Tutu, are nearly all sympa- . 
thetic to the ANC. The organisation has’ 
always been an open house—-which is 
why it decided, back in the mid-1950s, to 
let Communists in. 

None of which answers the big ques- 
tion. The experience of the communist 
parts of the world suggests that if Com- 
munists control a third of a national- 
front movement, they are in a position tò 
take it over when the time is ripe. South. 
Africa’s Communists are easily that well. 
represented on the ANC’s executive. It is 
a fair bet that the rank-and-file of the: 
ANC is far less Communist than the 
executive. But what about the layer just: 
below the top? Observers reckon that” 
the Communists are not as well placed 
there as on the executive, but outsiders 
do not really know. 

If apartheid went, it is likely that there 
would be a punch-up between the liber- 
als in the ANC and the Communists, If 
numbers were all, the liberals should | 
win. But the longer the struggle drags- 
on, the more the Communist party's 
conspiratorial discipline will count, and: 
the better will be its chances. : 

























































accused in South Africa of unloading 
obsolescent machines on black schools. 
Johannesburg hotels are littered with Ja 
anese salesmen waiting for the Europea 
and Americans to leave the field to the: 
Japanese companies already circumvent 
their country’s ban on direct investmen 
with franchise and licensing deals; and 
most cars now sold in South Africa ar 
Japanese.. The prospect of handing tł 
southern African market scot-free 
their East Asian competitors would t 
more than European exporters coul 
bear. oe 

South Africa is in any event a wor! 
leader at evading foreign bans. It ma’ 
already be negotiating false-document 
tion arrangements with intermediaries i 
front-line states. Mining equipment de: 
tined for, say, Zambia would anywa: 
have to pass through South African port: 
the consignments need never see Lusak 
before being diverted to the productio 
lines of the Transvaal. a 

Nobody seriously supposes that 
blockade could be imposed on Sout 
Africa’s entire coastline. Even if it could 
the country’s greatest: needs—high-tec 
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by air. The goods could pass through 
neighbouring states such as Botswana and 
Swaziland if need be: South Africa is 
already planning new airfields in both 
states in the event of a ban on air links. 

The fate of South Africa’s exports, 
particularly of minerals and foodstuffs, is 
harder to predict. It is fortunate in the 
wide spread of its customers: the biggest, 
America, took only 15% of South Afri- 
ca’s exports in 1984. Short of a decision 
by the West’s central bankers to drive 
down the gold price, gold and precious 
mineral exports seem secure. 

However, the EEC’s suggested embargo 
on coal and steel imports—a convenient 
choice for Europrotectionists—could 
bite. Exports of metal ores and scrap, 
60% of which went to Britain in 1985, 
would be hit by a total export ban. Coal 
might be South Africa’s greatest weak- 
ness. It is a big export earner, and almost 
60% of coal exports went to Europe in 
1985. Coal prices are already weakening 
because of competition from falling-price 
oil, and South Africa might find it hard to 
increase its coal sales outside Europe 
against the competition of exporters such 
as Australia. The coal mines last week 
said they might have to lay off workers in 
anticipation of falling sales. 

The seasonal fruit trade could also be 
vulnerable, but South African fruit is 
selling well on world markets and would 
probably find outlets without difficulty. 
Most citrus now comes out through Ma- 
puto, and a boom in “Swazi” oranges is 
predicted. Maize and other foodstuffs are 
bulkier cargoes, but go mostly to East 
Asia and elsewhere in Africa. Neither 
destination has been fastidious about 
sanctions-busting in the past. 


At the front 

The difficulty confronting any sanctions 
enforcement is that the frontline states— 
Botswana, Zambia, Zimbabwe, Malawi, 
Mozambique, Swaziland, Lesotho—are 
not so much a leak in the dam as an 
unpluggable gap (see map on previous 
page). Under sanctions, black African 
corrupt cabinet ministers and their 
friends in state-backed import-export 
agencies would enjoy a lucrative trade in 
trans-shipment commissions. Sanctions 
could indeed relieve the hard-currency 
problems of Zambia and Zimbabwe— 
two countries with “end-user plausibili- 
ty”; this could make up for the much- 
vaunted adverse impact of possible South 
African retaliation on them. 

Swaziland is well-placed, Pretoria wits 
suggest, to become the Liechtenstein of 
southern Africa. Swazi officials were in 
Pretoria this month discussing a ‘“‘devel- 
opment” project. Maputo, the shambolic 
capital of Mozambique, would see an 
upsurge in business, since its bills of 
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lading will seem more acceptable than, 
say, Durban’s. Maputo is now little more 
than a South African port and would play 
a useful role in sanctions;-busting. 

In the pre-sanctions period there has 
been talk of South African retialiation 
against front-line states. But the South 
African government knows that threaten- 
ing retaliatory action against migrant 
workers’ remittances would be a pointless 
gesture. It would infuriate mining and 
manufacturing business whom the gov- 
ernment will want to keep happy. Deny- 
ing Zambia and Zimbabwe railway wag- 
ons would also be self-defeating. 
Continuing transport flows will help con- 
fuse the policing of sanctions and can be 
bartered for sanctions-busting assistance. 

The effect of any new western aid for 
front-line states is unclear. The aid that 
now flows to the black countries belong- 
ing to the Southern African Development 
and Coordination Conference (SADDC) 
tends to benefit the South African econo- 
my. So would any new help given after 
the imposition of sanctions, for the same 
reason: capital and other projects tend to 
be sub-contracted to the Transvaal. Sanc- 
tions might thus cement South Africa’s 
black neighbours even closer to its econo- 
my than they are now. 

Other consequences of subjecting 
South Africa to economic siege might, 
again ironically, be to break some inter- 
national cartels. Its adherence to various 
copyright and patent conventions would 
be at risk, with implications for the pirat- 
ing of computer software and drugs. 
South Africa could leave IATA and oper- 
ate South African Airways as a cut-price 
carrier between sanctions-free ports of 
entry. It could hand its 747s over to Air 
Botswana or Royal Swazi or Lesotho 


Not the last of the IBMs for South Africa 


airways to do the same. One lesson of 
Rhodesian sanctions was that corrupt 
dictatorships, especially in Africa and the 
Middle East, feel little obligation to ad- 
here to them. 


On the inside 

The internal consequences of sanctions 
are the hardest to quantify. The likeli- 
hood of leaks is so great, and the record 
of past sanctions so poor, that few observ- 
ers in South Africa are prepared to guess 
at any numbers. A recent report from the 
South African Bureau of Market Re- 
search calculated that one million people 
would be thrown out of work by “total 
sanctions”. Yet the calculation assumed a 
wholly effective trade embargo and no 
import-substitution effects. 

South African employment statistics, 
like those in any mostly-third-world coun- 
try, are hardly worth collecting. Those 
that exist suggest unemployment is 2-4m 
out of a workforce of 12m. Sanctions 
would come at the same time as a possibly 
traumatic urban migration following this 
year’s ending of influx control. Johannes- 
burg’s population density is at present 
roughly 12 per hectare, compared with 
London’s 16, Mexico City’s 65 and Cai- 
ro’s 74. With starvation afflicting Mozam- 
bique and miserable poverty in the other 
front-line states, the drift to the great 
cities of South Africa seems likely to 
become a torrent. 

This, coupled with the collapse of 
group-areas apartheid in the coming two 
or three years, is likely to rock southern 
Africa’s economy. The effect of sanc- 
tions—the extension to South Africa of 
the sort of semi-siege experienced in 
many other African states—would by 
comparison cause hardly a tremor. 





THE ECONOMIST JULY 26 1986 








Skappen, Arps, SLATE, MEAGHER & FLOM 
3 | à 


< IS PLEASED TO ANNOUNCE THAT 


Isaac SHAPIRO 


BECAME A MEMBER OF OUR LAW FIRM 
ON APRIL 1, 1986 AND 
AS A RESIDENT IN OUR NEW YORK OFFICE 


919 THIRD AVENUE 
NEW YORK, NEW YORK 10022 


ONE BEACON STREET 
BOSTON, MASSACHUSETTS 02108 


333 WEST WACKER DRIVE 
. CHICAGO, ILLINOIS 60606 


515 SOUTH FIGUEROA STREET 
LOS ANGELES, CALIFORNIA 90071 


919 18TH STREET, N.W. 
WASHINGTON, D.C. 20006 


ONE RODNEY SQUARE 
WILMINGTON, DELAWARE 19801 





a 


Carnegie Mellon University 


Program for Executives 
Pittsburgh, Pennsylvania 


September 21-October 30, 1986 


March 1-April 9, 1987 


An intensive six-week program that has been training upper-level managers since 1954. 


Participants: 

The program is designed for experienced executives holding 
; general management or specialist roles in the higher echelons of 
“their organizations: Approximately 25 percent of the participants 


= are from countries other than the United States. 


Program 

Program content is integrated and wide-ranging. Topics include: 
management of competitive strategy, global competition, 
accounting and financial management, economics and the busi- 
ness environment, human resources, management of technology, 
marketing, and crisis management. 


Faculty- : 

instore are from Carnegie Melion University’s Graduate School 
of Industrial Administration and other leading universities. Classes 
are supplemented by frequent guest lectures by leading. i 
industrialists, scientists, educators ang serpent 

“ict representatives. ; ; 


Objectives 

The program is designed to: 

» develop an integrated view of management 

. emphasize the company’s strategic fit in its competitive 
environment 

« increase analytical, communication and leadership skills 


Fees 

The tuition of $8,500 (U.S.) includes course notes; books, ; 
materials, some meals, and the.use of computers, libraries, and... 
athletic facilities. Room charges are $2,400 (U.S) for the six-week: 
period: : 
Further information S 
Please contact: Robert Dalton, Associate Dean/Director of Execu- — 
tive Education, Graduate School of industrial Administration, 
Carnegie Mellon University, Pittsburgh; PA 15213. Telephone 


ma 268-2304. Telex 469002. 
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BAA reduced its borrowing by £21 million and capital 
„expenditure during the year was £151 million, funded entirely from improvement in BAA’s performance and an increase in the quality 


internal resources. of service we provide for our airline, passenger and cargo customers. 
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Bin ich ein Berliner? 


FROM OUR BONN CORRESPONDENT 
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Will asylum-seeking refugees from Asia 
and Africa make West Germany change 
its constitution? Some conservative politi- 
cians believe it is high time to tighten up 
Article 16 of the country’s Basic Law, 

hich states baldly: “Persons persecuted 

n political grounds shall enjoy the right 
of asylum.” The cause of their concern is 
a flood of African and Asian refugees 
who have been using the freedom of 
transit from East to West Berlin to enter 
West Germany. In the first half of this 
year, 42,000 people entered West Germa- 
ny to seek asylum, about 60% of them 
through Berlin. Officials reckon the fig- 
ure could reach 100,000 by the end of the 
year, compared with 74,000 in 1985 and 
35,000 in 1984. 

The interior minister, Mr Friedrich 
Zimmermann, announced in Bonn on 
July 23rd that the federal government and 
the West German states would discuss 
how to deal with the influx of refugees, 
but not until September. Mr Zimmer- 
mann is a member of the ruling conserva- 
tive party in Bavaria, where an election 
for the state parliament will be held in 
October. The refugee issue is likely to 
figure prominently in the campaign. 
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The cost to the federal government of 
supporting the refugees, who live in 
camps while their cases are processed, is 
already running in the region of DM1 
billion ($460m) a year. The West Berlin 
authorities complain that the city’s re- 
sources are being stretched to breaking- 
point. During one weekend in mid-July, 
600 refugees crossed from the communist 
eastern half of the city to West Berlin. 
Emergency accommodation centres in 
the city have been overcrowded for 
months. Elsewhere in West Germany, 
fights have broken out between Africans 
and Asians at refugee centres in Rhine- 
land-Palatinate and in Bavaria, where a 
Ghanaian died earlier this month after a 
fight between groups of asylum-seekers. 

Once the refugees have arrived in West 
Germany, they are protected by the con- 
stitution and can usually count on a stay 
of several years, whatever happens to 
their requests for permanent residence. 
This is because of the time it takes to deal 
with their applications. Delays have in- 
creased as the number of refugees crowd- 
ing into the country has risen. Conserva- 
tive states in prosperous southern 
Germany grumble that they receive more 


than their fair share. Mr Franz Josef 
Strauss, the premier of Bavaria, says the 
only effective way of halting the flow of 
refugees is to change the constitution. But 
the real difficulty is Berlin: the key to a 
quick solution lies with the East Ger- 
mans, not with the law-makers in Bonn. 
The refugee flood began last year, 
when thousands of Tamils from Sri Lanka 
flew to East Berlin and then crossed to 
West Berlin seeking asylum. Others soon 
heard about the Berlin route. After the 


Tamils came refugees from Pakistan, 


Ethiopia, Ghana and other Asian and 
African countries. Both the East German 
airline, Interflug, and the Soviet one, 
Aeroflot, spotted a nice opportunity to 
increase their earnings, and have been 
taking planeloads of refugees from their 
home countries, or from neighbouring 
ones, to East Berlin. Once they arrive 
there, the refugees head for the crossing- 
points into the West. Few if any of them 
seem inclined to stay in East Germany, 
even if they could. 

The West Germans, the West Berlin 


city authorities and the western allies— 


Britain, France and America, which with 
Russia have shared responsibility for Ber- 
lin since 1945—all refuse to recognise the 
dividing line between the two halves of 
the city as an international frontier. So 
the asylum-seekers can cross freely from 
East to West. The introduction of con- 
trols at the crossing-points would be a 
concession to East Germany. West Ger- 
many and the western allies shrink from 
this because of its implications for the 
city’s future. 

In June, the East Germans tried to 
introduce passport checks on diplomats 
crossing from East to West, but backed 
down in the face of western protests. Not 
that the western side has been entirely 
consistent itself this year. After the 
bombing in April of a West Berlin disco- 
theque popular with American service- 
men, they imposed “exceptional and pro- 
visional” checks on people crossing from 
the East who were thought to pose a 
security threat. 


There’s mischief in misery 

So far the East Germans, apparently 
revelling in the West Germans’ dilemma, 
have turned a deaf ear to pleas to slow 
down the number of “refugee flights” to 
East Berlin. This has led some West 
Germans to see the whole affair as a 
communist plot designed to put pressure 
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on Bonn and West Berlin. The conserva- 
tive newspaper Die Wels declared that, if 
East Germany went on disregarding West 
German interests, it would face retalia- 
tion from Bonn. More diplomatically, the 
West German foreign minister, Mr Hans- 
Dietrich Genscher, raised the matter 
when he went to Moscow for talks with 
Mr Mikhail Gorbachev on July 21st. 

The West Germans want to involve the 
Soviet Union, as one of the four powers 
responsible for Berlin. They hope that Mr 
Gorbachev will put pressure on East 
Germany to slow down the flow of refu- 
gees. Mr Genscher said he expected the 
Russians to show understanding in the 
matter. Maybe, but Mr Gorbachev is 
unlikely to intervene unless he thinks he 
or his East German comrades can get 
something in return. 

If there is no movement from the 
communist side, pressure for a change in 
the constitution—to make it easier to 
expel asylum-seekers quickly—is likely to 
grow in West Germany. The opposition 
Social Democrats oppose such a step. The 
junior partner in the federal coalition, the 
Free Democrats, would also be worried 
about anything that might appear 
illiberal. 

With a general election coming up in 
January, the danger is that concern about 
refugees could take on a whiff of xeno- 
phobia as politicians look for votes. That, 
in turn, would give the East Germans 
further cause for mischievous delight. 


Songs for Europe 


The West Germans are having a small 
row about their national anthem. In 
practically every other nation in Europe 
people just hum along without noticing 
the words at all. Many would be embar- 
rassed if they did. Consider, first, the 
Germans’ problem, then look at what 
other people’s would be if they took 
their anthems seriously. 

In 1952, when Konrad Adenauer was 
chancellor, the West German govern- 
ment decided that only the third and 
final verse of their anthem would be 
sung; it blamelessly extols unity, justice 
and freedom. The problem with the first 
verse is that it begins with “Deutschland, 
Deutschland, über alles”. Grammarians 
may say that this means something like 
“Above all, Germany . . .” But Hitler’s 
Germany had no doubt that it claimed 
German primacy above everything, 
which was not at the time a fashionable 
idea elsewhere. 

The row now arises because the south- 
western state of Baden-Württemberg is 
allowing its primary-school teachers to 
teach the full version. The federal interi- 
or minister, Mr Friedrich Zimmermann, 
thinks Germans should know, if not sing, 


Haute-Garonne 
Much Toulouse 


FROM OUR PARIS CORRESPONDENT 


What began as an unexpected bunch of 
by-elections in Haute-Garonne, the de- 
partment of south-western France which 
includes Toulouse, is fast becoming a 
referendum on the conservative govern- 
ment’s first months in office, Parachute 
on back, the Socialists’ first secretary, Mr 
Lionel Jospin, is to be dropped from Paris 
to lead his party’s list of candidates for the 
eight seats at stake on September 28th. 
Conservative politicians and their staffs 
are grasping at the last hotel reservations 
in Toulouse in order to defend their 
prime minister’s record on the spot. 

A loyal disciple of President Mitter- 
rand, Mr Jospin would not have taken so 
bold a decision without Mr Mitterrand’s 
blessing. There are clear risks for the 
Socialists. The local party, once a region- 
al powerhouse and still the fourth largest 
of the Socialist federations, is bitterly 
split. Before the general election in 
March, Toulouse’s official Socialists kept 
a breakaway Socialist from running his 
own list of candidates. They won four 
seats. But their manipulations led the 
Constitutional Council on July 8th to 
annul the result. 

The Socialists hope that the arrival of 
Mr Jospin will distract party workers from 


the whole song. The oe Social 
Democrats protest. Bild Zeitung, the 
mass-circulation daily, has asked readers 
to write in with their opinions. During 
the summer silly season this should at 
least provide something to write about, 
especially since a leading French expert 
on West Germany, Mr Alfred Grosser, 
says the idea is scandalous. To this the 
eminent historian Mr Golo Mann (son of 
Thomas) responds that the Marseillaise 
is far bloodier. 

The refrain of that revolutionary 
marching song expresses the wish that 
the impure blood of France’s enemies 
should irrigate that country’s furrows. 








oo 
Jospin drops in 


their local squabbles and concentrate vot- 
ers’ minds on Mr Jacques Chirac. As head 
of his list, Mr Jospin is virtually sure to 
win, which will mean giving up his Paris 
assembly seat. The question is how many 
Haute-Garonne Socialists Mr Jospin can 
pull in with him. Mr Mitterrand currently 
enjoys approval ratings in several opinion 


Even if it does not add to the grain 
mountain, the idea is not exactly com- 
munautaire. But can the British afford to 
laugh? The second verse of “God Save 
the Queen” goes like this: 

O Lord our God, arise, 

Scatter our enemies, 

And make them fall; 

Confound their politics, 

Frustrate their knavish tricks; 

On thee our hopes we fix: 

God save us all. 


The Irish, in response, are “impatient 
for the coming fight”, while even the 
Portuguese anthem incites its citizens to 
“take up the guns and march”. 

The trouble with less macho anthems 
is a tendency to embarrassing geographi- 
cal hyperbole. Sweden’s has “I greet 
thee, thou loveliest land on earth” (and 
ends with “Oh, I would live and die in 
Sweden”), to which the Norwegians re- 
ply with praise of “Our land that lies 
rugged and storm-scarred over the 
ocean”. The Swiss, not to be outdone in 
non-belligerent ruggedness, sing (in four 
languages): “When the Alps glow in 
their splendour pray, ye Swiss, your 
hearts surrender”. And so on. 

Perhaps Europeans should simply 
stick to the unembarrassing—if not al- 
ways memorable—tunes. 
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FROM OUR PARIS CORRESPONDENT 


The Chirac government is at last to get a 
minister for European affairs. The job of 
representing French policy in the Euro- 
pean Community had been left empty 
largely because of a three-way struggle in 
Paris involving the president’s office, the 
prime minister's and the foreign minis- 
try. The fact that it has now been filled 
will be good news to France’s European 
partners. The West Germans, in particu- 
lar, are irritated by the difficulty of 
dealing with the French when both 
France’s Socialist president and its con- 
servative prime minister want to stamp 
their authority on foreign policy. 

Having a junior minister for the EEC 
will also be a relief to Mr Jean-Bernard 
Raimond, France’s foreign minister. He 
is an expert on Eastern Europe, and he 
finds it irksome to meet the heavy sched- 
ule of EEC council meetings. The chief 
beneficiary, however, will be the French 
claim to clarity. The Elysée keeps a close 
watch on European affairs through an 
inter-ministerial committee chaired by 
Mrs Elisabeth Guigou, a member of the 





polls of about 60%, well above Mr Chir- 
ac’s 50% or less, but at the same time well 
above the standing of the president's 
Socialist party. 

The conservatives are being led, from 
behind, by Mr Dominique Baudis, the 
personable young mayor of Toulouse. Mr 
Baudis likes the unconventional gesture. 
He was elected to the National Assembly 
in March but resigned his seat the next 
day: he disapproved, he said, of the rule 
allowing politicians to hold more than one 
office at a time and wanted to concentrate 
on running Toulouse. To avoid ridicule 
for seeking a post he spurned four months 
ago, Mr Baudis has placed himself eighth 
on the list of conservative candidates. 
Since the by-election will be held under 
the system of proportional representation 
used in the general election, Mr Baudis 
runs absolutely no risk of being elected. 
Yet everybody knows he is in charge of 
the conservatives’ campaign. 

In March, the conservatives ran two 
separate lists. The list of the Union de la 
Démocratie Frangaise, led by Mr Baudis, 
won three seats. The list of the Rassemb- 
lement pour la République won one. For 
the autumn campaign, the two parties are 
united. This will waste fewer votes and 
cause the Socialists an additional 
problem. 

Without a largish swing in the vote, the 
by-election is likely to produce the same 
four-four split as in March. But with the 
tiny conservative majority in the National 
Assembly, neither side is leaving any- 
thing to chance. 
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L’Europe, c’est moi 












president's staff. But the inner circles of 
the finance and foreign ministries boast 
that she has been cut out of the real 
decision-making. Meanwhile the prime 
minister's staff, which is richly experi- 
enced in Community politics, has been 
battling with officials at the foreign min- 
istry for control of European affairs. 
Several candidates for the job of secre- 
tary of state for Europe either turned it 
down or fell victim to these struggles. 
The man the prime minister eventually 
chose is Mr Bernard Bosson, a junior 
minister at the interior ministry. He is 
unlikely to stamp out the guerrilla war 
among officials. But he will give France’s 
partners a point of contact on EEC busi- 
ness, and take a load off Mr Raimond. 
Mr Chirac was also planning at mid- 
week to seek the president's approval for 
other minor changes in his cabinet. 
These include the probable shifting of 
Mr Camille Cabana from his job of 
minister for privatisation, in which he 
has at times found himself publicly at 
odds with the prime minister. 





























Soviet Union 


Your mistake, 
comrades 





“They'll blame it all on human error”, a 
leading western analyst predicted a few 
days after the disaster at Chernobyl. By 
doing so, he said, the Soviet government 
would attempt to dismiss doubts about 
the design of the RBMK type of nuclear 
reactor used at Chernobyl, and press 


ee ‘ee 
Tracking down the fall-out 


EUROPE 


ahead with Russia’s nuclear-power pro- 
gramme as fast as possible. Sure enough, 
on July 19th the government commission 
investigating the affair reported to the 
Politburo that the accident happened be- 
cause of “irresponsibility, negligence and 
lack of discipline” on the part of workers 
at the plant. 

The explanation is neither convincing 
nor reassuring. From the few details of 
the commission’s findings so far released 
by the Soviet media, it seems that the 
report traces the cause of the accident to 
unauthorised “experiments” carried out 
on the reactor’s turbogenerators on the 
night of the disaster. Exactly what sort of 
experiments these were is not clear. One 
guess is that they may have involved 
keeping the reactor generating during a 
long-delayed maintenance period; the 
commission’s full report is due next 
month and, if it is made public, may 
reveal more. But it is almost certainly 
misleading to blame the disaster simply 
on a bunch of irresponsible operators. 

Soviet officials themselves have said 
that the causes were complicated. Ac- 
cording to Mr Valery Legasov, the deputy 
director of the Kurchatov Atomic Energy 
Institute, the accident became possible 
because of “a combination of several 
events, each of them scarcely probable”. 
Even if “experiments” did play a part, the 
fact that they could lead to a disaster 
suggests that the reactor’s design was not 
as safe as it might have been. People, 
after all, are bound to make mistakes—as 
they did at Three Mile Island. 

A lot of people seem to have made 
mistakes in the Chernobyl affair. Indeed, 
the list of sackings announced after the 
Politburo meeting last week is another 
sign that responsibility for the disaster 
spreads far beyond the workers at the 
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The | 
Economist 


CONFERENCE UNIT 


The Economist Conference Unit (ECU) 
organises conferences, seminars and 
lectures throughout the world. A broad 
‘range of economic, social and political 
issues is covered. ECU also assists in the 

lanning and management of conferences 
with other prominent national and 
international organisations. 


orthcoming events: 


@ Advanced Manufacturing: Making it Work, 
{aking it Pay (in cooperation with Ingersoll 
ngineers Inc), Geneva, October 19-21 1986. 


Investing in Emerging Stock Markets, 
London, November 21, 1986. 


© R&D and Technology Management: 
Approaches that Succeed (in cooperation with 
The Conference Board), Brussels, December 
1-2, 1986. 


East-West Trade under Gorbachev (in 
cooperation with Girozentrale Vienna), 
jenna, December 11-12, 1986. 


For details please complete the form below or 
all Catherine Mortier or Brenda Ribero at the 
ollowing number: 01-839 7000 ext 420/421 


ee cecccccvcccccccovccoccoeccooesoooooss 
_@ Please send mè further details about your conference(s) 
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(kindly circle the appropriate number(s) 


Surname 





Company 
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NEXT WEEK WE TAKE ONA 
DE CIDEDLY MILITARY BEARING. 
MILITARY AIRCRAFT OF THE WORLD, AUGUST 2. 


Every week, Flight International gives. you the most 
balanced view of the whole aerospace industry. 


Flight is informative and offers highly respected 
coverage of technical matters. It’s written with authority 
for aerospace professionals. 


So, if you don’t want to miss any world aviation news or 
any of our special issues throughout the year, 
make sure you take $ 
out a subscription to 


Flight International. Now. 


Flight International, RmL515, N 
Quadrant House, The Quadrant, N 
Sutton, Surrey SM2 5AS, England. EA 


FLIGHT 
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Hotel Waldhaus 


CH-7514 Sils-Maria (Engadine / Switzerland) 
Phone: 01041-82- 45331 - Tx. 74 444 
Personally managed by. the owners 

R. Kienberger, F. Dietrich & Family 


An extraordinary hotel with turn-of-the-century charms 
and modern day comfort, beautifully located among 
the mountains and lakes of the Engadine Valley. 


* Marvellous possibilities for hiking and excursions- 
* Indoor swimming pool-4 tennis courts (1 covered)- 


Children’s nursery. 


* Summer season from June 7th until Oct. 19th 


From our visitor's book: 
“Since then our visits have been 
the high-spots of our lives.” 





plant itself. Among the senior officials 
who have lost their jobs are the head of 
the state committee responsible for safety 
in the nuclear-power industry, and depu- 
ty ministers in the power and medium- 
machine-building ministries; the dismissal 
of the deputy director of a research and 
design institute may be a tacit admission 
that more than just “human error” was 
involved. One of the ways Russia’s lead- 
ers hope to improve the running of the 





Centre stage 








Search for a new Italian government, 
Act 2, Scene 1. Enter Mr Bettino Craxi, 
left, with a mandate from President 
Francesco Cossiga to try to succeed him- 
self as prime minister. The story so far: 

Mr Craxi resigned on June 26th after 
his five-party coalition lost a parliamen- 
tary vote of confidence. The Christian 
Democrats, who as the largest single 
party think they have a right to the prime 
minister's job, were given the first go at 
forming a government, through Mr Giu- 
lio Andreotti. But Mr Craxi’s Socialists 
said no, arguing that after three success- 
ful years in charge Mr Craxi should be 
allowed to carry on. On July 21st Mr 
Andreotti told the president that his 
attempt to form a government had 
failed. 

Can Mr Craxi do any better than Mr 
Andreotti? Probably only if he is pre- 
pared to accept a deadline for handing 
over his post to the Christian Demo- 
crats—something he had been reluctant 
to do. One suggestion is that he could 
agree to stay on until next spring, when 
the Socialist party holds its national 
congress. Mr Craxi could then resume 
active leadership of his party (a job 
currently delegated to Mr Claudio Mar- 
telli), allowing him to give up the prime 
ministership without losing too much 
face. By mid-week, Mr Craxi’s smiles 
suggested a happy ending was near. 
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nuclear industry is to concentrate respon- 
sibility for it in a newly created ministry 
for nuclear energy. 

Whatever the causes of the accident, 
the Soviet leadership is beginning to 
count its costs. The Politburo was told last 
week that “direct losses” alone—includ- 
ing, presumably, the clean-up operation 
and the lost output from the nuclear plant 
itself as well as from the farms and 
factories in the 400 contaminated square 
miles around it—amounted to about 2 
billion roubles ($2.8 billion at the official 
exchange rate). The human cost, as offi- 
cially recorded so far, is 28 dead and 203 
cases of radiation sickness. Some 100,000 
people face resettlement. 

What is to become of the Chernobyl 
nuclear plant itself? The leakage of radia- 
tion from the Number 4 unit, where the 
accident happened, is said to have “prac- 
tically stopped”. The reactor is now being 
turned into a “sarcophagus”, enclosed in 
a huge concrete tomb. Unit Number 3, it 
seems, will remain shut for some time. 
But the other two units at Chernobyl are 
due to be started up again in October. 


Turkey 


The bosses of 
Byzantium 


FROM OUR ANKARA CORRESPONDENT 





About 2.5m Turks will vote in September 
in by-elections for 11 vacant parliamenta- 
ry seats. This will mark a milestone in 
Turkey's return to full democracy. In its 
1983 general election, the generals al- 
lowed only three parties to take part; this 
time the contest will be open to 12. But 
what kind of parties are they? 


No love lost between Demirel and Ozal 


EUROPE 


Most of the Turkish political parties, 
especially on tle right, are essentially 
factions built around a dominant man. 
The ruling Motherland party, led by the 
prime minister, Mr Turgut Ozal, is a good 
example. After his 1983 election victory, 
Mr Ozal boasted that he had rallied under 
his banner elements from all the main 
parties of the pre-1980-coup era. But 
many of these recruits were simply oppor- 
tunists who jumped on to the Ozal band- 
wagon when it began to roll. If anything 
should happen to Mr Ozal, the Mother- 
land party would probably disintegrate. 

Within each party the leader, always 
known as the chairman, is traditionally an 
absolute boss. Mr Suleyman Demirel and 
Mr Bulent Ecevit, the two former prime 
ministers who now complain daily about 
the present regime’s “undemocratic” na- 
ture, used to be dictators within their own 
organisations. Each party boss maintains 
control through a bunch of cronies, in- 
variably described as the Mafiosi. Politics 
has consequently become a cauldron of 
personal vendettas. An aggrieved politi- 
cian is liable to launch a new party simply 
to get even with the party boss who has 
humiliated him. 

At present the most spectacular ven- 
detta, which could split the whole right- 
wing vote, is that between Mr Ozal and 
Mr Demirel. Their policies are barely 
distinguishable. Before the 1980 military 
coup they were close friends. The “Ozal 
economic programme” was, in fact, 
launched by Mr Demirel, in January 
1980; Mr Ozal was merely given the job 
of supervising it. But when the generals 
seized power, and promptly put Mr De- 
mirel under house arrest, they appointed 
Mr Ozal as deputy prime minister and 
supreme economic boss. Mr Demirel has 
never forgiven him for accepting office in 





- Back to Basics 


“I joined the group because I was lonely 
and needed friends,” said a bespectacled 
young woman at the gathering of Catho- 
lic “basic groups” in the village church at 
' Nagymäros; a beauty spot on the Dan- 
cube north of Budapest. She and another 
2,000 or so.young people had come from 
all over Hungary to what has become a 
regular half-yearly get-together. Alto- 
gether, there may be as many as 4,000 
“basic groups” in Hungary, each with 
between 10 and 30 members. 

The proceedings at Nagymaros had 
started with prayers and hymn-singing, 
led by a young priest who composes 
religious rock. After a talk by a popular 
preacher from Budapest, people got up 
and “gave their witness”, explaining how 
they had found God. Then more hymn- 

- singing, before the crowd (many of 
whom had been watching the proceed- 
ings on video-screens outside the church) 
split up into groups of 15-20. After two 
or three hours of discussion, the conclu- 
sions were summarised at another joint 

` meeting in the church. The meeting 
ended with a mass celebrated by the 
local archbishop. 

These “basic groups” are giving a new 
`> vivacity to the Catholic church in Hunga- 
|. ‘ry, though the bishops regard them with 

varying degrees of enthusiasm. There 
are, however, two kinds of group. The 
Nagymaros meeting was one of the ap- 
proved sort, those tolerated by the state. 

Nothing much happened at Nagy- 
maros to worry Hungary's communist 
rulers. Although the gathering was tak- 
ing place near where a controversial new 
dam is to be built, the talk was not about 
the dam. The approaching 30th anniver- 
sary of the 1956 uprising went almost 
unmentioned. The subject for discussion 
was the unexplosive issue of the laity’s 
role in the church. This year no police- 

«gen were in sight, though perhaps some 


those circumstances. 

_ Then there is the legacy of the “transfer 
system”, which reduced Turkish party 
politics to a farce in the pre-1980 years. 
Just as a professional. footballer who has 
been denied a place in the team lets it be 
known. that he is prepared to switch to 
another club, and may be duly signed up 
for a handsome fee, a Turkish politician 
who failed to get promotion or had a row 
with his party boss would shift to another 
party if he could get the right terms. 
These sometimes involved money, but 
more often the promise of future office. 
The most dramatic transfer occurred in 
December 1977, when Mr Ecevit ar- 
ranged the defection of 11 members from 
the ruling Justice party, and thus brought 
down the Demirel government of that 
period. All the defectors were rewarded 
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è NAGYMAROS 


of the people with tape-recorders were 
police informers. 

Things are tougher for “unapproved” 
groups such as the Bokor (Bush) move- 
ment led by Father György Bulanyi, a 
67-year-old Piarist whose work with 
youth groups earned him eight years in 
prison in the 1950s. His 5,000 or so 
followers include a number of pacifists, 
some of whom are in prison for refusing 
to do their military service. The couple 
of dozen priests attached to the Bulanyi 
movement have had a hard time with the 
bishops, who accuse Father Bulanyi of 
challenging their authority, and have 
denounced him to the Vatican for al- 
leged doctrinal errors. So far the Vatican 
has refused to condemn him. 

Behind these moves Father Bulanyi’s 
supporters see the hand of Mr Imre 
Miklos, the wily official who has been in 
charge of church-state relations for the 





Anybody want to become a priest? 


with ministerial office. 

In 1982 the generals, seeking to stamp 
out the transfer system, inserted into the 
constitution a ban on direct floor-cross- 
ing. Now, if a disgruntled politician wants 
to leave his party, he can only become an 
independent member. Many men chafe 
under the restriction, and there are ru- 
mours. that direct transfers are being, or 
may soon be, revived. 

In all the parties there are honourable 
men who deplore. this. It would strength- 
en Turkey’s case for admission to. the 
European Community if its parties were 
brought closer to European norms of 
behaviour. For the present, the modest 
hope is that, after the September by- 
elections, the smaller factions will disap- 
pear and the pattern of parties will start to 


look a little more stable. 





past two decades To Mr Miklos the 
Bulanyists’ pacifist leanings are only one ` 
cause. for complaint. The-real trouble is 
that they oppose the dutiful—even sub- 
servient—attitude towards the state ac- 
cepted. by the man who led.the Catholic 
church in Hungary. until his death on 
June 30th, Cardinal Laszlo Lekai. 

The cardinal ‘reluctantly gave his ap- 
proval to the “basic groups” because 
they revived interest in the church and so 
helped to ease the shortage of priests 
(Hungary has only about 2,400 Catholic 
priests, half of them over 50). He per- 
suaded Mr Miklos to extend some toler- 
ance at least to the “good” groups. Now 
some younger Catholics, “goodies” as 
well as Bulanyists, are beginning to re- 
gret Cardinal Lekai’s respectful ap- 
proach to the government. 

His successor is likely to be Archbish- 
op Laszlo Paskai, an energetic 59-year- 
old Franciscan. The new man will find it 
harder to keep the church on the path of 
compromise and co-operation with the 
communist state. 


Holland 





Enter Kok 


FROM OUR AMSTERDAM CORRESPONDENT 


Holland’s Labour party is belatedly get- 
ting the sort of leadership many people 
think it should have had before May, 
when Dutch voters gave thè Christian 
Democratic-Liberal coalition a second 
term in office, leaving Labour in opposi- 
tion. On July 21st the popular Mr Wim 
Kok took over as Labour’s leader. At the 
age of 47 he is 19 years younger than his 
predecessor, Mr Joop den Uyl (who had 
led the party for 20 years). His relaxed, 
businesslike manner contrasts sharply 
with Mr den Uyl’s ideological preaching. 

An economist by training, Mr Kok 
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WEVE TAKEN THE 


DO-IT-YOURSELF OUT OF MONEY 
MARKET INVESTING. 


T all the advantages of investing in money markets 
we've just added another: no longer do you have 
to do-it-yourself, This is what we mean. 

Previously when you invested in our Multicurrency 


sequently you decided when 
and ifand to what you wanted 
to switch. 

Now, if you prefer, this 
involvement is no longer 
necessary. 

On 7th July we launched 
our new Managed Currency 
Fund. This new class of share 
enables you to invest in a spread of currencies through 
just one investment. You can now leave the worry of 
deciding whether high interest rates available from 
some currencies will outweigh future changes in 
exchange rates to our expert advisers. 

But notice we say if you prefer. 

Because of course you can still invest and do all the 
decision making yourself. 

Either way, you enjoy the substantial benefits of 
putting your money into money. 

There's the security of knowing your capital is 
invested in deposits with leading banks earning 
money mae interest rates relevant to the various 












Fund you chose which of the currencies of the US dollar, 
sterling ,deutschemark, or yen you wanted and sub- 





To: Barclays Unicorn International (Channel Islands) Limited, PO Box 152, 1 Charing Cross, St Helier, Jersey, Channel Islands. 



























currencies. Therefore your capital is not only safe but 
also available at short notice should you need it. : 
Whether you decide to invest in the new Manage 
Currency Fund or directly into one of the currenci 
available all income will be “rolled up” within the fun 
thereby increasing the value of your shares. 


Tax advantages 


Because no income wi 
be distributed to investo 
the tax liability in the majority 
of tax jurisdictions will b 
postponed until the shares 
are sold. This, for example 
gives interesting benefits to: 
(i) UK resident taxpayers for whom the ability to defer 
income tax is useful, eg. people nearing retirement. 
(ii) Intending emigrants from the UK. 

(ui) Expatriates returning temporarily to the UK for 
a period during which they do not wish to be taxed 
upon interest. 

Of course the fact that this fund is administered. 
by Barclays, one of the world’s largest banks, means 
that investors can be confident that it will be receiving 
professional attention at all times. 

Isn't now the time for you to find out more? Simply. 
send the coupon for the full prospectus and application. 
form which must accompany your remittance. : 












Please send me a copy of the Fund's Prospectus and an Application Form. 
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made his name in the 1983 public-sector 
strikes. As head of the biggest labour 
federation, the Federatie Nederlandse 
Vakbeweging (FNV), he ended those 
strikes after six weeks with relatively little 
rancour despite the fact that civil servants 
had to accept a 3% fall in real pay. After 
25 years of trade-union work he gave up 
the FNV leadership late last year to go into 
politics. Although it was once again (for 
the seventh time) Mr den Uyl who led 
Labour into the May election, it was Mr 
Kok who drew the voters. 

Although the party achieved a modest 
advance, adding five seats to the 47 it 
held, this fell far below expectations. 
During its four years in opposition La- 
bour had made halting efforts to appeal to 
a broader public, reaching out to employ- 
ers and white-collar workers, but its ef- 
forts had clearly failed. After the election 
it was dealt a further blow when Mr 
Maurice de Hond, the prominent opinion 
pollster who had been called “Labour’s 
best known millionaire”, resigned from 
the party with a great fanfare. It was Mr 
den Uyl’s tired policies that dismayed 
him, he said—although resentful party 
members suggested that Mr de Hond’s 
real motive was that his election forecast 
had been wrong. 

Mr Kok has already signalled his inten- 
tion of exploiting the political shift to- 
wards the middle shown in the May 
voting. Small left-wing groups lost heavily 
and centrist parties gained, the Christian 
Democrats doing particularly well among 
first-time voters. On taking over the lead- 
ership Mr Kok declared that Labour must 
“open the hatches, even to social organi- 
sations and political parties that have 
different ideas from ours”. 

Until now Labour has flatly opposed 
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the deployment of nuclear missiles in 
Holland and has threatened that, if it 
regained office, it would cancel the com- 
mitment to accept 48 cruise missiles in 
1988. But now there i¢ growing specula- 
tion about the possibility of the party 
abandoning that position in the not-too- 
distant future; this would clear its path to 
participation in the next coalition govern- 
ment. In economic policy, no such dra- 
matic switch would be required. The 
party already accepts the need for auster- 
ity to put Dutch public finances on a 
sounder footing, although it wants the 
inevitable spending cuts to be slowed. 
Born near the port city of Rotterdam, 
Mr Kok is the son of a construction 
worker. He brings a more democratic 
atmosphere to the Labour party. Mr den 
Uyl had ruled it with an iron fist until the 
last year or two, when even he was 
overruled by the party chairman, Mr Max 
van den Berg. After the disappointing 
election result the ultra-hard-line Mr van 
den Berg also stepped down, leaving the 
party purged of much intransigence. 


EEC: research 


More do-it-yourself 


FROM OUR BRUSSELS CORRESPONDENT 


How much of the money the members of 
the EEC spend on research and develop- 
ment should be channelled through the 
EEC itself? Not as much as the European 
Commission wants, according to West 
Germany, Britain and France. These 
three countries have killed plans put 
forward by the commission and support- 
ed by some of the smaller countries to 
spend $10.3 billion on Community R&D 
programmes in the next five years. 

The outcome of last month’s meeting of 
research ministers in Luxembourg may 
have disappointed the commission, but it 
was no surprise. The commission’s pro- 


Wrong number? 


posed $10.3 billion more than doubles the 
amount earmarked for R&D in the present 
(1984-87) programme. It still thinks it can 
coax the Germans, British and French to 
go up a bit, and plans to submit a revised 
figure of an initial $7 billion for the next 
five years, with possible additions later; 
but the recalcitrant three remain 
reluctant. 

The three countries agree that Europe 
has to meet the technology challenge 
from America and Japan, but the Luxem- 
bourg meeting confirmed their reluctance 
to switch too much national R&D spending 
to Community programmes. To the case 
in favour of more Community co-opera- 
tion—avoiding duplication of effort, fos- 
tering joint efforts between EEC firms, 
“showing solidarity’—the three have 
countered with arguments of their own: 

@ Community programmes, they say, 
should complement national R&D work 

not replace it. Where joint programme: 

are useful (as in information technology 
and telecommunications) the Community 
has a role to play. 

@ Shifting more resources to Brussels will 
give government less say in how their 
money is used. 

@ As net payers into the EEC budget, 
these three countries stand to benefit less 
from the Community's R&D projects than 
countries which get back from Brussels 
more than they pay in. 

@ Each believes its own industrial base is 
still broad enough to cover most areas of 
R&D within national programmes. 

In short, and as usual, it is a matter of 
national interest. West Germany, Britain 
and France are convinced that their inter- 
ests are best served by doing as much as 
they can themselves. Most other mem- 
ber-states calculate they are better off 
joining Community programmes. The 
three have the upper hand: even unde 
the Community’s system of majority vot 
ing, between them they can still block any 
proposal they do not like. 





How Morgan Guaranty used swaps . 
to reduce financing costs in four currencies 
for a major "US. corporation 


Complex swap transactions involve Morgan officers around the world. Shown are a few members of a typical team. In London, 
from left, are Conrad Voldstad, Michael Enthoven, Peter Bernard. In New York are Thomas Kalaris, Christopher English, T.J. Lim. 


Morgan Guaranty is a world leader in 
the swap market. More and more of the 
largest multinationals are choosing us 
to arrange complex, innovative swaps 
that reduce borrowing costs and in- 
crease control over interest-rate and 
foreign currency exposures. 

A major Fortune 500 corporation, for 
example, recently sought ideas on pro- 
viding some $80 million of funding for 


subsidiaries in four European countries. 


Our international funding experts, in- 


cluding swap teams in New York and Lon- 


don, quickly structured an innovative, 
cost-effective package involving a bond 


issue plus 13 swaps. Morgan got the deal. 


Arranging the deal 

First we identified the least expensive 
dollar source of funding for the com- 
pany—a dollar-yen dual-currency issue, 
with interest paid in yen and the princi- 
pal in dollars. 

Then we swapped the dual-currency 
bond cash flows into variable rate finan- 


cing, and finally executed swap con- 
tracts to generate the Deutschemarks, 
French francs, Belgian francs, and 
guilders that the subsidiaries needed. 
Though the transaction involved seven 
currencies and nine counterparties 

in five countries, we did it in less than 
three weeks. 

The result: an estimated savings to 
the client of about %% per year and 
tighter control over its long-term risk. 

Swaps market leader 

This is one example of the innovative 
swaps we did for clients in the past year, 
when corporations, governments, and 
banks worked with Morgan on over $20 
billion in swaps, in 21 currencies. They 
came to us for these key strengths: 

Morgan’s market presence 
We're a leading participant in global 
capital and credit markets as well as for- 
eign exchange, government bond, and 
bullion markets. We use our market 
knowledge to match a wide range of 


Morgan Guaranty 





opportunities to each client's needs. 
Morgan’s strong capital position 

Our primary capital of nearly $6 billion 
enhances our role as principal and can 
reduce client costs and risks in each 
swap we arrange. Because we can 
warehouse large interest-rate and cur- 
rency swap positions, we can commit to 
swaps before finding a counterparty. 

Morgan’s underwriting capability © 
Our concentration on the international 
capital markets has led to a number of 
Morgan innovations, from the first zero- 
coupon swap of a discounted bond into 
an FRN, to the first U.S. Treasury-style 
auction in the Euromarket 

Call in Morgan 

Challenge us with your next complex 
financing problem. Your Morgan banker 
will put all of Morgan's worldwide fund- 
ing resources to work for you. 





Morgan Guaranty Trust Company, 
23 Wall Street, New York, NY 10015 


Member FDIC 
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(By the way, we now as the wall largest fleet of the biggest and most technically 
advanced aircraft of its kind in the world. The Big Top 747.) 
A great way s 
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Whatever happened to 


constructive engagement? 


For all the fervour of his protestations 
that he is sticking to his old policy of 
jollying South Africa along rather than 
beating it over the head, President Rea- 
gan will probably find himself willy-nilly 
doing just what he says he does not want 
to do. He may be able to mark time for a 
few months, but itis a good bet that by 
_ November America will have imposed a 


new set of economic and other sanctions . 


against. South Africa. So why say one 
thing and then find yourself having to do 
another?’ And what new shape might 
American policy towards South Africa 
take? 

The short answer to the first question is 
that,. like: Britain's Mrs Thatcher, Mr 
Reagan is dead against sanctions, but that 
hé may have to bow to a Congress which 
thinks otherwise. Even Republicans in 
the Senate are likely to vote for additional 
anti-South African measures in the com- 
ing months, in numbers large enough to 
fend off a presidential veto. 

The answer to the second, more diffi- 
cult, question is that American policy is in 
the doldrums. The once-much-vaunted 


idea of “constructive engagement”, that. 


hopeful-sounding phrase coined by Mr 


Reagan’s doggedly-hanging-on Africa _ 
~Reagan’s failure to find a quick ambassa- 


man, Mr Chester Crocker, has run out of 
air. Though Mr Reagan did not disavow it 
in his speech on July 22nd, he notably 
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omitted to mention it by name. The 


administration’s difficulty is that it has not. 


yet. thought up something to pump up and 
put in its place. 

The. speech said practically PE 
new. True, for the first time the president 
publicly lent his own weight to the ‘“Man- 
dela package”—the release of the Afri- 
can National Congress leader, Mr Nelson 


Mandela, and of all other political prison- 


ers; the unbanning of political parties; 
and. the opening of a dialogue between 
South Africans white and black. He also 
asked for a timetable for the removal of 
apartheid: unexceptionable stuff as far as 
it went. Strikingly absent, however, was 
any suggestion as to what that timetable 
should be or any hint of penalties against 
South Africa should those various re- 
quirements not be met. There were car- 
rots of reasssurance and sympathy for 
white South Africans to chew on. There 
was absolutely no stick. The only gesture 
designed to fly in the face of President 
Botha was the appointment of a black 
Republican, Mr Robert Brown, as am- 
bassador to Pretoria; he rapidly proved 
unsuitable because of questionable deal- 


-ings in the past with Nigeria. The impact 


of the gesture was further blunted by Mr 


dorial replacement. 
The most notable aspect of Mr Rea- 






































gan’s theme, indeed, was the restraine 
tenor of his criticism of white Sout 
Africa. He was studiously evenhanded 
for instance, in his condemnation of 
black-nationalist as against governmen’ 
perpetrated violence. He also sounde 
distinctly suspicious of the ANC, the party 
which most black South Africans suppo! 
(see box on page 25). “The root cause i 
South Africa’s disorder is apartheid’ 
said the president, but then went on t 
defend:the government’s right to “mai 
tain order in the face of terrorists”, wh 
he appeared to identify, by implicatio 
with the “Soviet-armed. guerrillas of a 
ANC”, 

The president fell notably short, too; 
supporting the nationalists’ standar 
straightforward demand for majori 
rule, asking instead for blacks merely. 
“have a voice in their own governance’ 
Hë then added that the South African 
government was “under no obligation to 
negotiate with any organisation that pro- 
claims a goal of creating a communist 
state—and uses terrorist tactics to achie’ 
it.” Bad news, again, for the Russian 
connected. ANC, which had been hoping 
have much closer contact with the Ame! 
can government. 


Crocker undone 
What does all this mean for Mr Crock 
and his beloved but now barely whispere 
constructive engagement? On the face of 
things, the presidential verdict seems 
be “no change”. But there is an aur 
failure around Mr Crocker’s southe 
Africa policy which will not have be 
blown away by Mr Reagan’s defiance. 
The. backbiters in Washington aren 
just the black caucus and the Democratic 
liberal-left. There is mounting hostility to 
Mr Crocker from Republicans, especial 
influential senators such as Mr Richard 
Lugar, chairman of the Foreign Relatic 
Committee, and Mrs Nancy Kassebaur 
chairman of the Africa sub-committe 
To cap it all; Mr Crocker has never hé 
the support of the hard right, which is n 
without influence in African. affairs at the 
White House. 
The three main aims of constructi 
engagement were, first, the settlement 
the Namibian problem, meaning ind 
pendence for that South African-rule 


territory coupled with an exit of Cubans 
from Angola, the- country to the north. 
Namibia; second, an acceptance by Sou 
Africa and its black neighbours that th 
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were interdependent, and that they 
should seek formal peace-loving under- 
standings as tokens of neighbourly good 
faith; and, third, a commitment by the 
South Africans towards political reform 
at home. 

All three bits of constructive engage- 
ment have collapsed. The first aim was 
scuppered when Mr Crocker overestimat- 
ed the readiness of South Africa to hand 
over Namibia to a Soviet-backed guerrilla 
group, SWAPO. The second aim had a 
spasm of hope two years ago, when 
Mozambique signed a treaty with South 
Africa; but South Africa’s sincerity was 
rapidly questioned because of the contin- 
uation of a South African-backed insur- 
gency inside Mozambique. 

The third aim, domestic reform, which 
seemed in some eyes to be particularly 
worthy of encouragement, was under- 
mined by the extent of rebellion in the 
black townships and the determination of 
blacks to win real, not cosmetic, political 
power. These facts seemed to catch Mr 
Crocker by surprise, and ruined his calcu- 
lation that the pace of reform could be set 
by white South Africans with gently nudg- 
ing Americans at their elbow. 

The criticism of Mr Crocker from the 
left is compounded by the frustration of 
the congressional right, which resents 
America’s apparent lack of clout in the 
African sub-continent. Rightwingers 
grumble that under Mr Crocker the num- 
ber of Cubans in Angola has nearly 
doubled. Others complain that Mr Crock- 
er was far too reluctant to endorse mili- 
tary aid to Mr Jonas Savimbi’s UNITA 
guerrillas once the Clark amendment, 
which banned such aid, was repealed last 
summer. Some say that Mr Botha has, 
quite simply, made a fool of the adminis- 
tration by stringing it along. 

That is why the Senate may well part 
ways with Mr Crocker and the president 


on South Africa. Besides, there are votes 


in sanctions, not just from blacks but also 
from whites. On July 16th, the regents of 
the University of California, at the urging 
of the Republican governor, Mr George 
Deukmejian, enacted the biggest institu- 
tional disinvestment measure yet against 
South Africa, voting to sell off $3 billion 
in stocks and bonds in companies which 
had South African dealings. Sanctions are 
not just a clarion-call for Democrats. 

In the wake of the president’s speech 
Mr Shultz, the secretary of state, holds 
out the prospect of some modest steps 
against Pretoria in September. But Mrs 
Kassebaum has already introduced a bill, 
which, though less stringent than one 
passed by the House on June 18th, slaps 
several extra sanctions on South Africa. If 
it gets a two-thirds majority, the president 
is unlikely to be able to prevent it becom- 
ing law. 
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Tax reform 


The turn of the 
ungodly ° 


The religious phase of tax reform is over. 
Though Senator Bill Bradley, the “‘intel- 
lectual father” of reform, remains beati- 
fied, and is now mentioned as a long-shot 
for the Democratic presidential nomina- 
tion, tax reform, in the main, has become 
just another political issue. As the confer- 
ees from the House of Representatives 
and the Senate meet to reconcile their 
differences under the chairmanship of 
Representative Dan Rostenkowski, the 
voices of politicians and lobbyists and 
deal-makers are once again being heard 
in the land. 

The new secularism has a serious side 
to it. An essential component of both the 
House and Senate versions of reform was 
to shift the burden of taxation from 
individuals to corporations. Over five 
years, the House would transfer about 
$140 billion of taxes to companies, the 
Senate perhaps $100 billion. The result of 
doing that would be to take 6m Ameri- 
cans out of the tax net altogether, and (in 
the Senate version) to reduce income tax 
to just two rates of 15% and 27%. It 
looked a splendid deal. 

Or it would have done, had the econo- 
my performed as well as administration 
spokesmen continued to claim that it has. 
But when the GNP figures for the second 
quarter of the year show an annualised 
growth rate of only 1.1%; when invest- 
ment continues to falter; and when one of 
the few bright spots in the economy has 
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been the construction industry, a bill that 
removes investment incentives and ham- 
mers developers begins to look less than 
wonderful. Data Resources, a forecasting 
firm, has reported that the prospect of tax 
reform has contributed to a downscaling 
of projected industrial investment this 
year. It now expects the value of those 
investments to drop by 0.5% compared 
with the total last year; before tax reform 
became a serious prospect, the forecast- 
ers thought that investment would in- 
crease by 3.4% over 1985. It is now quite 
common to hear them worrying whether 
tax reform in a weak economy might not 
nudge America into a recession. 

Hence some of the pressures to which 
the conferees have been subjected. A few 
weeks ago, it looked as if the administra- 
tion was shrugging its shoulders at the 
transfer of the burden from individuals to 
corporations. But it is now clear that, 
although it may tolerate such a move—at 
least in the more modest Senate version— 
it does not want it to be made any 
sharper. Thus when the conference 
kicked off with a debate on whether the 
“middle-class” should be helped more— 
an odd session, given that no two confer- 
ees could define the bourgeoisie in the 
same way—up popped the treasury secre- 
tary, Mr Jim Baker, to say that was fine, 
so long as business wasn’t hurt any more. 

To his voice has now been added a 
combined yelp from the National Associ- 
ation of Manufacturers, the National 
Chamber of Commerce and a coalition of 
capital-intensive industries. Their precise 
demands vary, but all prefer the Senate 
bill to that of the House. They do so, for 
example, because the Senate provides 
more generous treatment of the deprecia- 
tion of assets. Another cause of complaint 
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is that under both bills many tax breaks 
would disappear on January 1 1987, but 
the new lower rates would not come into 
effect until six months later. That, it is 
claimed, will artificially inflate next year’s 
tax bills. Moreover, it is argued that 
taxpayers will not liquidate any capital 
assets until the new lower rates come in, 
thus removing some potential cash from 
the economy. Better to do it all at once. 

Again, some industrialists, while recog- 
nising that the 10% tax credit for invest- 
ments is going to go, see no reason why it 
should be done away with for any invest- 
ments made after January 1986 and say, 
fairly, that this retroactivity is an unfair 
method of grabbing some extra revenue. 

In the political game that tax reform 
has become, the industrialists would not 
expect to have everything their own way. 
Each lobbying force, by now, attracts an 
2qual and opposite one. Thus Citizens for 
Tax Justice, a group influential in liberal 
circles which has long argued that corpo- 
rations pay little or no tax, has returned 
to the fray. Its latest report—which has 
not gone unchallenged—claims that of 
250 large firms, 130 paid no tax at all in at 
least one of the years between 1981 and 
1985. 

The top six defence contractors, who 
can defer their taxes on a Pentagon con- 
tract until it is completed, incur particular 
wrath. Their combined tax burden, it is 
claimed, was only 3.5% between 1982 
and 1985, with General Dynamics and 
Boeing said to have had a negative rate of 
tax—meaning that far from giving money 
to Uncle Sam they got some from him— 
over those years. 

In a no less damaging report, Tax 
Analysts, a publishing firm whose works 
are widely used by lawyers and accoun- 

_tants, has given graphic evidence of the 
istorting effects of tax shelters. They 
„ave computed the effective tax rates for 
different sectors of the economy. In 1985, 
they claim, the construction industry had 
a negative tax rate of 3.6%, while film- 
makers paid just 8.3% in tax. But the 
clothing industry, which apparently got 
fewer breaks (it saves its lobbying for 
protection against foreign competitors) 
paid no less than 46%. 

For the conferees, now forced to con- 
template working weekends, such figures 
must now be turned one way and another, 
the flaws in them probed and picked at. 
That, at least, is what the state of the 
economy now requires. 

But it will surprise nobody if, instead, 
the conference turns into a good old- 
fashioned horse trade. Despite the pres- 
ence of Senator Bradley on the confer- 
ence committee, tax reform now rests in 
the hands of those skilled in the black arts 
of politics, not in the breasts and prayers 
of the godly. 
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Drought 


A handful of 
dust 


RALEIGH, NORTH CAROLINA 


Southerners have long learned to live 
with what their weather forecasters call 
the “Bermuda high”. Every summer, 
when a fair-weather system of high baro- 
metric pressure forms over Bermuda, 
people in the south-eastern United States 
know they can expect a spell of blue skies 
and high temperatures, broken only by 
late afternoon thunder-showers. This 
year, however, the jet stream—the river 
of winds that steers weather systems be- 
tween the Arctic and the tropics—has 
remained in a steady pattern. This has 
allowed the Bermuda high to drift inland 
and block out rain-laden clouds from the 
north. 

Since last December, many places in 
the South have received only a fraction of 
their normal rainfall. Richmond, Virgin- 
ia, has had 50%; Birmingham, Alabama, 
44%; Nashville, Tennessee, 40%; Ath- 
ens, Georgia, 38%; Charlotte, North 
Carolina, 32%. The past two months 
have been uncommonly hot, even for the 
South. Columbia, South Carolina, expe- 
rienced 14 consecutive days during which 
the temperature reached 100°F. Augusta, 
Georgia, where the Masters Golf Tourna- 
ment is played, has had 31 consecutive 
days of 90°F and above. 

Many parts of the South are suffering 
not only an agricultural drought, which 
means insufficient top-soil moisture to 
sustain healthy crops, but also a hydrolog- 
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ic drought, which occurs when ground 
water and streams dry up and which takes 
much longer to correct itself. In Atlanta, 
authorities in both the city and suburbs 
have imposed restrictions on washing cars 
and spraying lawns. In North Carolina, 
water use is rationed in Charlotte, Dur- 
ham and Chapel Hill: the mayor of Cha- 
pel Hill has asked residents to spend no 
longer than four minutes on their daily 
shower. 

For most city dwellers, the drought and 
the heat impose, at worst, physical incon- 
venience and discomfort. For farmers, 
however, the drought has inflicted losses 
of hundreds of millions of dollars. The 
federal government has been asked to 
declare 50 counties in North Carolina, 30 


in South Carolina and 17 in Virginia | 


disaster areas to allow farmers to apply 
for help. An assistant agriculture secre- 
tary, Mr George Dunlop, has been dis- 
patched to assess the crop damage. Air 
Force transport aircraft, as well as trains 
and trucks owned by private companies, 
have begun to ship hay from the Midwest 
to the South, where there is scarcely any 
grass left for cattle to graze on. 

Many beef-cattle farmers have been 
giving up, and selling off their herds. The 
North Carolina Cattlemen's Association 
reports weekly sales of 12,000 to 15,000 
animals, compared with weekly sales of 
6,000 to 7,000 at this point last year, The 
director of the association reports that 
farmers are selling younger cattle, 1001b 
lighter than normal, at a loss of about $90 
per head. The hot weather has also re- 
duced the fertility of swine, and it has 
killed as many as Im young chicks in the 
region's poultry farms. 

The corn crop has been reduced by as 
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much as a third in parts of the South. 
Soyabeans, cotton and peanuts have also 
suffered damage. Tobacco, a hardy plant, 
has withstood the heat so far, but yields 
could be reduced as the drought lingers. 
Forest fires have claimed 128,000 acres of 
dried timber in North Carolina alone this 
year. 

Federal disaster relief comes mainly in 
the form of low-cost loans, but that may 
not help many farmers already burdened 
by debt. While the South’s cities have 
prospered, its rural communities have 
fallen into a persistent recession. The 
drought is likely to drive more people off 
the land. And, for the moment, no break 
in the weather is in sight. Having experi- 
enced its driest winter on record, fol- 
lowed by its driest spring, the south-east 
is about to enter that part of the year 
which is dry at the best of times, Septem- 
ber and October. 


Smoking 
Marlboro Man, RIP? 


BOSTON 


Every year, Congress appropriates $3.5m 
for the Office on Smoking and Health to 
put out the message that smoking kills. 
Every day, the cigarette industry spends 
nearly twice that much promoting its 
product. Congressmen are at last becom- 
ing exercised by this incongruity. On July 
18th, a committee of the House of Repre- 
sentatives held the first-ever hearing to 
consider a ban on all promotion of tobac- 
co products, from advertisements to the 
distribution of free cigarettes at rock 
concerts. A more limited measure, spon- 
sored by Senator Bill Bradley, would 
eliminate the tax deduction for tobacco 


Please 


smoking is 
_ Permitted only in 
B designated areas. 


Clean Indoor Air Act 
1975 Legislative Statute 


promotion as a business expense and 
require tougher health warnings and 
higher excise taxes. 

The star witness at the hearing was 
meant to be the surBeon-general, Dr 
Everett Koop, who is a leading crusader 
for a smoke-free society. But Dr Koop’s 
keepers in the White House became 
alarmed at what could be interpreted as 
administration support for a ban. Dr 
Koop will now appear at a hearing on 
August 1st, in the company of industry 
opponents of the bill; his testimony will 
presumably have been suitably cleansed. 

The strongest arguments in favour of 
an advertising ban are the costs of smok- 
ing: 350,000 premature deaths a year in 
the United States alone and an estimated 
$65 billion a year in medical bills and lost 
productivity. Tobacco companies are the 
only remaining disbelievers in the causal 
link between smoking and cancer and 
heart disease; last month, the Federal 
Trade Commission charged the R. J. 
Reynolds company with deceptive adver- 
tising for understating the health risks of 
smoking. But the companies are opposing 
an advertising ban because, they say, it 
would violate first amendment freedoms; 
and it would not reduce consumption, 
because advertising aims only at maximis- 
ing market share for individual brands. 

Proponents of a ban tackled both these 
contentions at the hearing. The legal case 
for the companies has been weakened 
since a Supreme Court ruling on July 1st, 
which supported the right of the Puerto 
Rican government to ban advertising for 
local casinos; although some thought this 
a bad decision, dangerous to free speech, 
for the moment it stands. Senator Bradley 
and his partner in the House of Represen- 
tatives, Mr Pete Stark, offered up a legal 
opinion from the law division of the 





The only sort of cigarette advertising you might soon see 
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Congressional Research Service, assert- 
ing that their bill to disallow tax deduc- 
tions would pass constitutional muster. 

There is, anyway, a question whether 
tobacco advertising supports or suppress- 
es free speech. Witnesses provided exam- 
ples of magazines such as Sports Illustrat- 
ed rejecting articles on smoking-related 
diseases for fear of antagonising advertis- 
ers. Time and Newsweek have both cen- 
sored bad news about smoking out of 
supplements produced in collaboration 
with medical associations. Once, when 
Newsweek did publish an anti-smoking 
piece, the pre-warned cigarette compa- 
nies withdrew all their advertising from 
that issue—a loss to the magazine of 
about $1m. 

Women’s magazines are a study in self- 
censorship: although lung cancer has re- 
cently passed breast cancer as the leading 
cause of death among women, four of the 
ten leading women’s magazines carried 
not a single article on smoking in 12 years 
(1967-1979) when women’s smoking was 
rising fast and the other six published a 
total of eight articles between them. In 
contrast, Good Housekeeping, one of the 
three big-circulation magazines which re- 
fuses tobacco advertising, published 11 
pieces on smoking in the same period. 
The price of principle is high: Readers’ 
Digest reckons that its refusal to print 
tobacco ads has cost it $242m over the 
past 30 years. 

Research has not established a direct 
connection between advertising and con- 
sumption. But the increase in smoking 
among women, a prime target of cigarette 
promotion (and of new brands) since the 
late 1960s, points to cause and effect. So 
does the revival of chewing tobacco, 
which was an old man’s taste until the 
companies started promoting it as a virili- 
ty symbol for the young. Now 36% of 
male students are regular users of smoke- 
less tobacco and sales have increased by 
52% in seven years. 

Surveys show that only 10% of smokers 
switch brands every year. Yet the manu- 
facturers spend $2 billion on cigarette 
promotion—which is equal to 10% of 
their gross receipts. So wooing brand 
switchers alone would be a no-win game 
and the companies might actually come 
out ahead if advertising were banned. But 
advertising clearly has another function, 
which is to replace the 350,000 smokers a 
year who die from their habit, the 1m 
former smokers who defect and the 
500,000 who die from natural causes. This 
means that the industry must find some 
2m new smokers every year just to stand 
still. Since 90% of smokers get hooked 
before the age of 20, the main new 
market must be teenagers. 

The cigarette industry’s own advertis- 
ing code forbids promotion directed at 
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people under 21. Yet as a psychologist 
and a management consultant pointed 
out at the hearing, many advertisements 
are specifically designed to appeal to the 
vulnerabilities and needs of 13- and 14- 
year-olds: the image of self-reliance and 
self-confidence projected by the Marl- 
boro man, for example. Even 12 year-old 
girls have been found to identify more 
with the cowboy than with the fun-loving 
actresses pictured with cigarettes. The 
result of this use of “‘psychographics” to 
target impressionable young people is 
that Marlboro has gone from being a 
failing brand to become the country’s 
best-selling cigarette, with 50% of the 
teen market. TV Guide, which makes 
more money from cigarette advertising 
than any other magazine, stresses to its 
tobacco industry clients that each issue 
reaches 9m adolescents under 17. 

The profile of the smoker has gone 
down demographically in recent years 
and tobacco advertising has followed. 
There is more use of billboards and more 
space taken in magazines such as People, 
Field and Stream, and Popular Mechanics 
and in black publications such as Ebony 
and Jet. 

Blacks now have a higher rate of smok- 
ing than whites and the highest rates of 
lung cancer and heart disease of any 
population group. Yet black leaders have 
been as silent as women’s organisations 
about the dangers of smoking and for 
similar reasons—tobacco dollars. The 
American Medical Association, the 
American Heart Association and now 
some members of Congress see breaking 
the sponsorship habit as a way of helping 
to revive a particular brand of free 
speech. 


Wheat 
A poll too far 


An odd little exercise has been going on 
this month in the Agriculture Depart- 
ment. Questionnaires have been sent out 
to lm wheat farmers, and to about Im 
other people who dabble in wheat, asking 
them whether they would like to replace 
the present government subsidy pro- 
gramme with a system of mandatory 
controls on production. If they say no, 
policies will stay as they are: If they say 
yes, the department means to ignore 
them. If, that is, it can. 

The wheat-farmer referendum is a relic 
of the feverish congressional bargaining 
that took place last summer over the farm 
bill. It should have disappeared long ago. 
Most people thought it had. An idea to 
poll most grain farmers, and to introduce 
production controls if 60% were in fa- 
vour, was defeated in committee in July 
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in both the House of Representatives and $ 


the Senate. By September it had crept 
back again, and was killed again on both 
floors. Then Senator Edward Zorinsky of 


Dole, when the bill was in conference, a 
poll of wheat farmers for advisory pur- 
poses only. Senator Dole, having wheat 
farmers close to his own Kansan heart, 
slipped the‘clause in, and so the Agricul- 
ture Department found itself obliged in 
July to send out the papers. 


There is probably no good time to ask 
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partment of Commerce 


farmers their views of government. On 
this occasion, however, the government 
has only just issued figures damning to 
itself. The drift of the new five-year farm 
bill is to bring prices of all grains more 
closely into line with world market prices 
by cutting the loan rate to farmers. This is 
meant to put exports up. The latest trade 
figures show that farm exports are falling 
precipitously, towards an estimated $27.5 
billion this year against $44 billion in 
1981. In May, farm trade was actually in 
deficit—for the first time, dock strikes 
apart, since 1959. The principal reason 
for this collapse was the fall in exports of 
grain. 

The government says that buyers are 
merely waiting until this year’s harvest, in 
order to purchase at the new lower price. 
(The loan rate for wheat was set on June 
Ist at $2.40 a bushel, down from $3.30 
last year.) Many farmers suspect, howev- 
er, that the buyers have gone away for 
good. The dollar is still high, and custom- 
ers, including Russia, are under no obli- 
gation to buy from America if prices are 
not competitive. Old-time buyers, such as 
China, now produce more wheat of their 
own. The world, in fact, has a surplus of 
4.6 billion bushels of wheat. Why seek to 
increase exports of something of which 
everybody has plenty already? 

Mandatory controls on production, 
which would probably involve a cut of 
30% in cropland under wheat, would 
shrink American involvement inthe 






-of bread and cakes at home. Bakers 
Nebraska demanded of Senator Robert — 








































world market. They would, temporaril 
but quickly, pat more money in th 
pockets of the farmers, and put up prices. 


grocers and meatpackers, and whe: 
farmers in the north-west who expor 
most of what they grow to Japan, object 
to the referendum. Mid-west farmers ar 
heavily in favour, as, against their bette 
principles, are the country bankers wh 
want to get some of their money back. 
Richard Lyng, the agriculture secreta 
has been out on the road canvassing fo 
no vote. He may believe it is all nonse 
but, with half the 22 contested Repu! 
can seats in the Senate belonging to far 
states, he cannot risk a public rebuff. 


Los Angeles 


Brown versus 
yellow 


No one disputes that Hispanics are poor! 
served politically in Los Angeles. They 
make up probably the largest ethni 
group in the city, yet there are no Hispan 
ic congressmen to represent Los Angeles 
and only one who serves on the city 
council. That councilman, Mr Richard 
Alatorre, was elected only last. autumn, 
making him the junior member oft 
council. 

The reasons for this tiny political voice 
are not difficult to identify: language 
barriers, a population that is large 
young, a high percentage of non-citizens 
and inadequate political leadership. All 
these factors have enabled other ethn 
groups to carve out political districts. 
the city while ignoring Hispanic interesi 
There are, for example, three black ar 
four Jewish representatives on the 1 
member city council. These groups mak 
up approximately 20% and 15% respec. 
tively of the voting population of 
Angeles, considerably less than the pe 
centage of Latinos in the city. 

The gerrymandering—for that is w 
it is—resulted in a lawsuit brought sor 
years ago by the Justice Department. Li 
Angeles was found in violation of. th 
Voting Rights Act, and the city coun 
was given until July 31 1986 to produce 
redistricting plan that was not discrimin: 
tory. During the past four years, the cit 
council has done relatively little in re 
sponse to that court order. Ten days ago 
however, a plan was suddenly introduce: 
by Mr Alatorre that would carve ou 
new district for Hollywood, in whi 
approximately 66% of the voters woul 
be Hispanic. Not surprisingly, the repre 
sentative for Hollywood, Mr. Michat 
Woo, an Asian-American (and the onl 
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Cut off from politics too 


Asian-American on the city council), 
countered with a plan of his own; two 
other plans were also introduced. 

Mr Alatorre, however, is chairman of 
the council’s redistricting committee, and 
had taken care to line up votes from black 
and Jewish city councilmen: his plan does 
not affect either their districts or their 
constituents. Mr Woo’s complaint was 
that the Hispanic leader on the city coun- 
cil was planning to disfranchise Asian- 
Americans in much the way that black 
leaders some 20 years ago had muted the 
political voice of the Hispanics. 

The city council voted in favour of the 
Alatorre proposal by nine votes to six, 
only to see it vetoed an hour later by the 
mayor, Mr Tom Bradley. This was not 
entirely unexpected. Mr Woo is not just 
the only Asian-American to serve on the 
city council, but also the first, and the 
mayor remarked on the irony of redress- 
ing an inequity at his expense. He was 
also under pressure from Asians, who 
contributed $200,000 to his campaign for 
mayor last year and are supporting him 
for governor now. 

Ten votes are needed to override a 
veto, and the majority will try to persuade 
one of the six dissenters to reverse himself 
in the next few days. Yet even if the 
council is able to override the mayor, the 
court may find the plan wanting. The city 
has to present a redistricting plan that 
minimises discrimination against any 
group of voters, not just Hispanics. If the 
court is dissatisfied, the responsibility for 
drawing up a new scheme will fall to a 
federal judge or the Justice Department. 
A number of councilmen may then find 
their seats in jeopardy. 
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Asian-Americans are particularly vul- 
nerable. They constitute a new and rising 
immigrant group in Los Angeles. Like 
Hispanics, they face language barriers and 
many of them are not citizens; unlike 
Hispanics, most of them, except the Kore- 
an community, are dispersed in different 
pockets of the city. Koreans, Japanese- 
Americans, Cambodians and Chinese- 
Americans all have quite distinct cultures, 
languages and political interests. They 
compete for jobs, education and what 
little political influence they can get. 
There is little sign of willingness on the 
part of those ethnic groups—blacks, Jews, 
Italians and now Hispanics—who were 
outsiders in the past to make room for 
them within the city. It will take several 
major political issues, in which Asian- 
Americans, separately or collectively, can 
bring out their voters, before accommoda- 
tion will be achieved. 


Eminent domain 


Meet it in St Louis 


STLOUIS 


On a fine day in June, more than a 
thousand St Louisans decked out in red, 
white and blue hats and buttons staged a 
noisy mock convention in the city’s Arena 
for the entertainment of the Republican 
Party Site Selection Committee. The Re- 
publicans, looking over cities for their 
1988 convention, were wined and dined; 
they were politely impressed and moved 
on to another city’s promotion. 

About three weeks later, the city of St 
Louis declared that the Arena “consti- 


tutes an economic or social liability or a 
menace to the public health, safety, mor- 
als or welfare in its present condition and 
use”, in the words of the statute, and 
condemned the building as a first step 
towards seizing it and levelling it to the 
ground. All perfectly legal, and part of 
the increasingly common use of the gov- 
ernment’s power of eminent domain. 

Eminent domain is the government's 
right to seize private property for a public 
purpose; it has often been used to build 
roads, railways and military installations. 
The fifth amendment to the constitution 
recognises the right but requires the gov- 
ernment to make compensation. In 1954 
the Supreme Court upheld the power of a 
local government to take private property 
even though the intended public use of 
the land was to sell it for profit. 

The people who run St Louis and the 
area round it excel in their imaginative 
use of eminent domain. The mayor and 
city council of suburban Richmond 
Heights approved the condemning of a 
middle-class neighbourhood and the sale 
of the land to a developer for a shopping 
centre. After a long court fight, the 
residents lost. In St Louis itself, three 
historic downtown buildings have been 
seized and demolished to make way for a 
glass office tower. The mayor, Mr Vince 
Schoemehl, also closed the public hospi- 
tal, took over a privately-owned hospital 
and set up another private company to 
operate the new public hospital. The city 
later sold the old public hospital to a 
condominium developer. 

The condemning of the Arena, the 
home of the St Louis Blues hockey team, 
represents a sally in the latest battle. Mr 
Bill Bidwell, the owner of the Cardinals 
football club, threatened to move the 
team to Phoenix unless he got a larger, 
domed stadium. The city and county 
governments immediately began to out- 
manoeuvre each other to build a stadium 
to Mr Bidwell’s liking. Mr Gene McNary, 
the Republican St Louis county execu- 
tive, proposed building one with private 
money on an empty floodplain; Mr 
Schoemehl wanted a downtown complex 
suitable for both hockey and football. He 
seems to know how to get it. Not entirely 
by coincidence, the proposed buyout of 
the Arena would also settle a personal 
score between Mr Schoemehl and Mr 
Harry Ornest, the owner of the Arena, 
with whom the mayor has crossed swords 
for more than a year. 

Late in the day, the planned destruc- 
tion of the landmark has finally struck a 
public nerve; a Save the Arena campaign 
is underway. If it succeeds, it will remind 
city officials that the power that can clear 
slums and build schools cannot necessar- 
ily be abused for private and political 
gain. 


THE ECONOMIST JULY 26 1986 


l A TSEN ) 
p" ne te Pg SOs an 





; r. F V in dail Mai J | 
== = ; eT EN ‘ r ; i * . | id ' 

a p Y z a a è ? a 7 á r x ‘ BL) 

$ : Í s 3 y "n e . - b , 
è , j 

Vv 
. } 
. 


BRITAIN 


The Queen and her prime 


minister 


Who told the Sunday Times about the 
Queen’s alleged disapproval of a wide 
range of her prime minister’s policies: the 
conduct of the miners’ strike, the use of 
British bases for the American bombing 
of Libya, and, most topically, the reluc- 
ance of Mrs Thatcher to go along with 
Commonwealth pressure on South Afri- 
ca? A week of intense speculation has left 
a clear impression of the source: a brief- 
ing from within the palace press office, 
headed by Mr Michael Shea, which was 





then embellished into a front-page story 
by excitable journalists who described 


him as an “unimpeachable source”. Simi-. 


lar suggestions of royal displeasure which 
appeared in other newspapers were ap- 
parently inspired by government minis- 
ters and Commonwealth officials. 

Mr Shea says that none of the Queen’s 
three private secretaries had spoken to 
the Sunday Times. He admits that “it 
would be very strange if a press secretary 
did not talk to a newspaper.” He earlier 
had stated that the original story was 
“entirely without foundation”. He ap- 
pears to have fallen victim to a classic bit 
of journalistic skulduggery by the Sunday 
Times's Mr Simon Freeman: a series of 
leading questions, platitudinous answers 
to which could be turned into specific 
assertions. The Queen’s “concern” over 
successive areas of government policy 
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could then be run together into what 
seemed a catalogue of displeasure. 

The Sunday Times claims the resulting 
background feature, based on the brief- 
ing, was read over to Mr Shea. Mr Shea 
refused to confirm or deny this. What was 
not read over was the front-page story 
which turned a backgrounder full of unat- 
tributed assertions into a hard news story 
that “the palace” had wanted the Queen’s 
views made public. 

If Mr Shea had intended to convey 
through the Sunday Times the Queen’s 
disapproval of government policies, only 
two people would have been in a position 
to authorise such a briefing: Sir William 
Heseltine, the top private secretary, or 
the Queen herself. That seems most un- 
likely to have happened. 

At Westminster the incident was treat- 
ed as a red-hot coal. Tory backwoodsmen 
spluttered with indignation. “There is 
clearly a mole in the palace: the question 
is whether he is trying to destroy Marga- 
ret or the monarch herself.” Downing 
Street refused all comment. So did Mrs 
Thatcher in the House. The opposition 
front bench, sensing the political dangers 
of dragging the Queen into party battles, 
resisted the temptation to use the incident 
to discomfort the government further. 
The press was in general hostile to the 
idea that the Queen had the right to let 
her private views on a political issue 
become known. 


Royal circles 

It is a cardinal rule of Britain’s unwritten 
constitution that the monarch has the 
right to speak openly about government 
policy only on that government’s behalf. 
Thus, in the “Queen’s speech”, the annu- 
al statement of government policy that 
she reads from the throne at the ceremo- 
nial opening of Parliament, most para- 
graphs begin with such words as “my 
government will”, 

The Queen lives and works within four 
Separate circles of people who nowadays 
rarely overlap: 

@ Her social circle is fiercely loyal to her, 
and totally discreet about conversations 


with the Queen. This circle includes one _ 


or two Tory backbench MPs, but no 
present minister. The last prime minister 
who could have been regarded as “a 
friend of the family” was Lord Home. 

@ Her staff, headed by the private secre- 
tary, who is her confidential channel of 
communication on all state political mat- 
ters. This official has always been of 


crucial importance to the monarch of the- 
day. It is he who would advise on any | 


political or constitutional crisis, and who 


would have a key role in advising which 


politician should be invited to form a 


government in the event of a hung parlia- 


ment. While some of the courtiers in this 
circle are also accepted as family friends, 


most remain royal servants. All have — 


shown complete dedication to the monar- 


chy and the monarch. They are normally — 


. . not on Sunday, in public 


as tight as clams if ever they do have to 
chat to outsiders. 





@ Those who see the Queen officially. 


This list is headed by the prime minister 


of the day, who for many years hashadan _ 


audience with the Queen each Tuesday 
evening. Sovereign and prime minister, 
alone and without advisers, discuss mat- 
ters of state. Prime ministers never reveal 
what has been discussed even to their 
closest cabinet colleagues, although some 
former prime ministers have been known 
to boast how well they got on with their 
monarch. The Queen, as head of the 
Commonwealth, would also receive in 
audience prime ministers of other Com- 
monwealth countries, but the arrange- 
ments are normally more formal and the 
relationship more cautious. 

@ The public. No monarch has moved so 


| 


far as Queen Elizabeth II to make person- y 
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They dropped Shea in It 


al contact with ordinary people in Britain 
and overseas. But she habitually deflects 
questions or comments which approach 
nsitive political issues. 

< What happens now? The most serious 
damage may be not to the Queen’s rela- 
ionship with Mrs Thatcher, but to her 
ability to help in the South Africa crisis. 
Sunday Times story may inhibit the 
Queen from embarking upon some of the 
private diplomatic initiatives (at which 
she has previously shown herself to be 
skilled) with the Commonwealth prime 
ministers. who will gather in London at 
e beginning of August for the emergen- 
cy conference on South Africa. 


Nationalised industries 
Called to account 


ve nationalised industries reported 
their results this week—applying a be- 
musing range of accounting conventions 
that makes it hard to compare their 
performance either with each other, or 
‘with companies in the private sector. 

-< Of the five, four appeared to be profit- 
ble (the fifth, British Shipbuilders, lost 
2k times its entire turnover). Strip out 
government grants and subsidies, though, 
and put back the levy which the govern- 
‘ment creams off British Gas (BGC). Then, 
as the table shows, the picture looks 
different: only British Gas and the Post 
Office are still in profit. That, of course, 
is why British Gas is about to be priva- 
tised; and why the industry secretary, Mr 
aul Channon, would like some of the 
Post Office’s activities sold. 

British Gas has now published—for the 
- first time this decade—an audited, histor- 
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privatisation. Previously, the historic-cost 
profit had to be dug out of the small print. 
The chairman, Sir Den®& Rooke, says he 
still intends to report on a current-cost 
basis, and will regard this as the main 
profit figure to note, even after privatisa- 
tion. Investors and City analysts will 
ignore him, preferring the historic-cost 
figures. 

His argument about proper accounting 
conventions for his industry has some 
validity. Many of Gas’s assets, such as 
mains pipes, have unusually long lives, 
and so historic-cost balance sheets under- 
state the real value of the business. But 
the differences are considerable: the cor- 
poration’s net assets (fixed plus current 
assets minus current liabilities) were 
£18.4 billion at the end of 1985-86 on a 
current-cost basis, £7.7 billion on an his- 
toric-cost basis. BGC’s return on capital 
was 3.9% on a current-cost basis last 
year, 13.6% on an historic-cost basis. 

The unusually cold winter boosted the 
volume of gas sales by 5.4% and the 
corporation’s revenues by 11.2%. The 
cost of natural gas supplies per therm, 


including the government levy, went up _ 


by 10.9%. Operating profit rose only 
5.6%, from £651m to £688m, on a cur- 
rent-cost basis, or 8.1%, from £93im to 
£1,006m, on historic-cost.. This year, 
profits will be down, in part because of 
interest payments on debt, but also be- 
cause of falling oil prices. Most gas-supply 
contracts are linked in part to changes in 
oil prices, so BGC’s gas costs will in time 
come down—but the benefit will not start 
until the autumn. Revenue is being lost 
immediately as big industrial users with 
dual capacity (oil or gas) switch back to 
cheaper oil. BGC has lost 15% of its 
interruptible customers so far this year. 
Result: profits squeeze this year, proba- 
ble recovery next. 

BGC does seem to be becoming more 
efficient: it has cut its unit trading costs 
per therm sold by 12.5% in three years, 
against a government target of cutting 
them by 12% in four years. The number 
of employees has dropped by 14,500 in 
the past five years, to 91 ,500. The house- 
hold energy market, of which BGC holds 
60%, continues to be its power base, and 


ic-cost profit-and-loss account and bal- its main hope for profitable growth. 


ance sheet. For that, thank prospective 









The other money-maker is the Post 
Office. This year’s accounts show an oper- 
ating profit of £140.5m. Of the corpora- 
tion’s four divisions: letters and parcels 
(previously treated together) made less 
money this year than last, partly because 
the price of second-class mail was cut, and 
that of first class frozen. Counters—a 
category which covers payouts and sales 
made from post offices, often on the 
government’s behalf—is still the worst of 
the divisions at making money, but it 
increased its efficiency by closing some 
post offices and getting its staff to work 
harder. Comparisons between the Post ` 
Office’s banking arm (Girobank) and the 
rest of the corporation are difficult to 
make because it uses different accounting 
conventions in preparing its figures. 

The Post Office Users’ National Coun- 
cil complains that the government's rules 
for financing the Post Office hurt its 
customers. The Post Office is one of the 
half-a-dozen-odd nationalised industries 
which pay money to the government 
instead of borrowing from it. That mon- 
ey, says the council, ought to be spent on' 
new investment or on freezing prices. 
After trumpeting to the skies its price cut 
last year (“the first reduction of its kind 
since the penny post”), the corporation 
has announced price rises for both first- 
and second-class mail from October. 

Customers complain most about slow 
letter deliveries and long queues in post 
offices. The target of delivering 90% of 
first-class letters on the following working 
day, and 96% of second-class ones within . 
three working days, is almost as elusive 
now as in 1981. Delivering letters is 
labour-intensive: the letters, parcels and 
counters divisions employ almost 180,000 
people and have a yearly wage bill of £1.8 
billion. What is needed is not just effi- 
ciency drives and new agreements with 
the unions, but more automation. . 

Quality, reliability and more invest- 
ment are what British Rail needs if it is to 
build on the move back to public trans- 
port which seems to be signalled in its 
report and that of London Regional 
Transport (LRT). BR’s results look better 
than last year: a small apparent surplus of 
£1.2m, instead of the 1984-85 loss of 
£420m. Last year ran for 15 months, 






Nationalised industry results 1985-86 


Sales % change 
on 1984/85 
£m 
British Shipbuilders 173.3 +14.2 







London Regional 
+ 672.8 
3247.5 +1.2 
+17.9 


687.2 -+11.2 


14.4 


British Gas 






















Net profit True net % change 
(loss) profit (loss)tt on 1984-85 
£m £m 
(429.8) 435.6 +238" 
27.6 (262.1) -16t 
. 99.5 -11 
: : -30t 
720.5 1240.5 -§ 
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More on the dole 


The government had hop 
year. Instead it seems to 


In the first six months of this year, 
unemployment grew by an average of 
15,000: a month, compared with only 
3,000 a month in the second half of 1985. 
This is the fastest rate of increase since 
early 1983 (see chart). Ministers talk 
nervously of a “new shake-out”’. 

However, the government has man- 
aged to trim the officially announced 
unemployment rate by making yet an- 
other adjustment to the way it calculates 
the figures—the 16th change to date. 
Each of the previous 15 has reduced the 
number of people on the register. The 
official total of 3.22m adults unemployed 
in June would be about 420,000 higher if 
those removed by new statistical defini- 
tions were added back in. 

The latest adjustment relies on an 
elementary mathematical rule: the big- 
ger the number you divide by, the small- 
er the answer. Thus, by dividing the 
number out of work by the total labour 
force (including the self-employed: and 
the. armed forces)—instead of, as previ- 
ously, just dividing by the sum of em- 
ployees and the unemployed—the job- 
less rate is cut from 13.1% to 11.7%, 

Sadly, even by this new measure, 
Britain’s unemployment rate remains by 
far the highest among the big seven 
industrial economies. Moreover, while 
unemployment continues to rise in Brit- 
ain, it is now falling in other European 
countries ‘such as West Germany, 
France, Holland and Belgium. 

During 1984 and 1985, the govern- 
ment pinned its hopes on the rapid rise in 
employment. In those two years, the 
dole queue continued to lengthen simply 
because the labour force grew even fast- 
er. Almost every ministerial speech in- 
eluded a reference to the im new. jobs 
created since March 1983—although 
rarely to the fact that half of these jobs 
were taken by the self-employed and the 
other half by part-time women. Full-time 
male employment remained flat. 

During the past 12 months, the growth 
in employment has slowed sharply. In 
1983 and 1984, an average of 100,000 
new jobs a quarter were created. This 
dropped to 70,000 a quarter in 1985. 
Then, in the first quarter of this year, 
there were only 25,000 extra jobs. Even 
that figure rests on the government’s 
guess that self-employment rose by 
30,000 during the quarter. The total 
number of employees actually fell—for 
the first time in three years—by 5,000. 

Manufacturing industry is again shed- 
ding workers fast. In the first five months 
of this year, employment in manufactur- 
ing fell at a monthly rate of 13,000, 
compared with an average loss of only 
2,000 in 1984 and 1985. During the same 
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that Britain’s dole queue would shrink this 
growing faster 


five months, manufacturing output was 
0.6% below its level a year earlier. Firms 
which had kept surplus labour through 
1985. in the hope of stronger recovery 
have now given up, and laid workers off. 
More successful firms have delayed tak- 
ing on new workers until they see evi- 
dence of a rebound in orders. 

Since. 1979, total employment in man: 
ufacturing has shrunk by a quarter. The 
labour shake-out in engineering has been 
particularly severe. Employment has 
been slashed by between a half and two- 
thirds in companies like GKN, the TI 
Group and Turner & Newall (see table). 

Looking ahead, the Department of 


Major engineering companies 


Number of employees in Britain (000's) 
1978 end’82 Latest 


Lucas Industries 69.6 53.0 47.0 
GKN 70.8 40.0 22.0 
N Engi i 32.1 26.5 21 
eering ; i . 
` Vickerst 17.3 18.0 15. 
Ti Grou 60.3 32.0 20. 
Babcoc 219 14.7 13. 
Turner & Newall 23.8 13.5 8. 
Delta . 23.4 13.5 10. 


fincludes Rolls-Royce Motors (roughly 8,000 employees). 


since 1980. 


Employment reckons that the labour 
force will rise by 4-3% a year in 1986 and 
1987. With productivity growth. of 
around 13-2% a year this means that 
output must grow by 2-24% simply to 
absorb the extra labour and hold unem- 
ployment: constant. Most private eco- 
nomic forecasters now reckon that real 
GDP will grow by only around 2% this 
year—well below the Treasury’s budget 
forecast of 3%; they think that growth 
should quicken in 1987, but probably 
only to something like 24%. This means 
that. unemployment is unlikely to fall 
much,.if at all, before the next election 
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unless the governgient thinks up addi- 
tional special-employment measures. 
From 1988 onwards, life will be easier, 
because the labour force is expected to 
grow more slowly—by barely 4% a year 
from 1988 to 1991. 

Although more than 3m people are : 
unemployed, some companies are crying 
out for skilled labour. The number of 
vacancies reported to jobcentres has 
doubled since 1981 and is now back to its 
1978 level, even though the dole queue is 
three times as long. 

Part of the problem is that many of the 
unemployed have the wrong skills and 
are in the wrong place. As a study 
reported in the current Employment Ga- 
zette shows, firms since 1980 have tended 
to increase employment in the top occu- 
pational grades, such as management 
and technical services, and to cut back 
on jobs in lower grades, which need less 
skill. Skilled workers whose industry 
shrinks may not be able to switch skills 
easily, and so may join the queue of 
youngsters and unskilled workers hunt- 
ing for a dwindling number of unskilled 
jobs. 

Partly as a result, a growing propor- 
tion of the unemployed has effectively 
withdrawn from the labour market. All 
of the increase in unemployment since 
1981 is accounted for by a rise in the 
number of long-term unemployed—ie, 
those out of work for more than a year. 
The government's Restart scheme, 
which went national on July Ist, will call 
in all these long-term unemployed for an 
interview at a jobcentre. Restart does 
not create new jobs, but it can help to 
bring the jobless back in touch with the 
labour market. i 

The all-party House of Commons 
Committee on employment wants the 
government to do more. It has scaled 
down its original £3 billion-a-year pro- 
posal of providing a job guarantee for all 
the long-term unemployed. Now it sug- 
gests the guarantee should first be of- 
fered to the $m people who have been 
jobless for more than three years. Accel- 
erating unemployment may persuade 
ministers to give the idea a try. 
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because of a change in accounting period; 
it included the cost of the year-long 
miners’ strike (£250m) and of closing bits 
of British Rail Engineering (£102m). The 
railways still lose money on passenger 
traffic: but only £844.5m, compared with 
the previous year’s £1.2 billion, before 
government grants. 
The railways benefited not only from a 
rise of some 3% in staff productivity, but 
= from a 4% increase in the number of 
= people travelling by train. This brought 
passenger volume to its highest level since 
1979. For it to continue, BR will have to 
improve standards of service. Only 73% 
of Inter-City trains arrived on time last 
year. A lick of paint goes only so far; what 
passengers, and BR, need is new rolling 
stock, for part of which tenders will begin 
to go out in the autumn. 
LRT managed, two years ahead of 
schedule, to cut its government grant to 
£97m, the target (all but £2m) set by the 
= government when it took over the run- 
ning of London Transport in 1984 from 
the now-defunct Greater London Coun- 
cil. For the better results, Londoners had 
to put up with fewer buses and longer 
waits for them. 

Nationalised-industry chairmen do not 
get profit-related pay. Perhaps that is just 
as well for Mr Phillip Hares, the chairman 
of British Shipbuilders (Bs). His was the 
largest salary (£109,415) of the five corpo- 
rations reporting this week, and his indus- 
try’s was the largest loss. After interest, 
extraordinary write-offs and sundry other 
= provisions, BS lost £429.8m. Part of that 
can be attributed to a book loss of £248m 
from the piecemeal privatisation, this 
year and last, of BS’s six warship yards. 

= Mr Hares should have a happier story 
to tell in 1987. No sooner had he closed 
__ Bs’s books for the past year than the new 
orders on which he had counted to save 
thousands of jobs arrived. On July 22nd 
BS said it had won £90m-worth of orders 
= from two Danish shipping companies. 
The orders, for 24 small ferries, amount 
to more new tonnage than BS won in the 
whole of last year. 


; Opposition policy-making 
Elusive visions 


= The broad outlines of the policies on 
_ which the Labour party will fight the next 
election are now in place. On July 30th, 
the party’s national executive committee 
(NEC) will discuss a clutch of documents 
on the policy areas it knows it most needs 
to tackle. The documents will then be 
=~ presented to, and approved by, the par- 
ty’s annual conference in October. They 
include such perennial torments as nucle- 


ar energy, defence, labour relations and 
taxation. 

Never has the process of policy-making 
in opposition been so stage-managed. 
After Labour’s defeat ir the 1983 general 
election, its new leader, Mr Neil Kin- 
nock, changed its decision-making struc- 
ture to give himself more control. Shadow 
cabinet ministers are now involved in 
policy-making from the start; this is sup- 
posed to save them from being saddled 
with policies, concocted by the NEC or the 
national conference, with which they do 
not agree. It is from the new committees 





Kinnock’s party is hostage to its past 


set up by Mr Kinnock that the various 
policy documents are emerging, with 
comfortingly abstract titles like “New 
Rights, New Responsibilities”, or “La- 
bour—the party of production”. 

The only documents to have been pub- 
lished so far, on labour relations and low 
pay, have come from a joint committee of 
the party and the Trades Union Congress 
(Tuc). Mr Kinnock and the centre-left 
politicians who form his most loyal sup- 
porters would like to make up for scrap- 
ping most of the popular trade union 
reforms of the Conservative government 
by inventing new laws as capable of 
capturing the public imagination. The 
message they would like to get across is 
that they are more interested in prevent- 
ing disputes between workers and their 
bosses than in giving either side new ways 
of winning them. The policy document 
gives a more prominent position to em- 
ployee-consultation and industrial de- 
mocracy than it does to the rules govern- 
ing disputes. 

But the old sticking points remain. 
Many trade unionists see the bits of the 
document which try to be visionary as so 


much flannel, put in to woo the elector- 
ate. To them, the important bits are the 
limited degree to which secret ballots 
would be imposed by law, and the nature 
of the tribunal which would rule on com- 
plaints against unions by their members. 
As a result of the battles on the commit- 
tee, the document has emerged in so 
verbose and garbled a form that it is 
difficult for any voter to make out La- 
bour’s policy on these two points. 

Although the involvement of the TUCin 
the formation of policies governing its 
own existence was bound to cause special 
difficulties, a similar fate seems likely for 
at least some of the other areas Labour 
wants to tackle. To bind both wings of the 
party together, it has tried to provide firm 
details of only its most modest proposals 
(that will avoid accusations of profligacy) 
while referring in much vaguer terms to 
more radical long-term aims (that is sup- 
posed to keep its left-wingers happy). 

An example of this approach is La- 
bour’s document on social security and 
tax reform. The only policies to which it 
will commit a Labour government in the 
short term—higher child benefit and pen- 
sions, and the extension of supplemen- 
tary benefit to the long-term unem- 
ployed—can all, it claims, be paid for out 
of the £3.6 billion a year it aims to raise 
from higher taxes on the top 5% of 
incomes. It reckons it could raise another 
£700m if it extended national-insurance 
contributions to unearned income. Fur- 
ther plans for higher spending are includ- 
ed in the document as possibilities if the 
money was available. 

The trouble with this approach is that it 
allows left-wing troublemakers to concen- 
trate on the bits of the policy least likely 
to become reality. To the fury of the 
shadow chancellor, Mr Roy Hattersley, 
an incomplete version of the social-secu- 
rity document, without any costings, was 
leaked to the press. If Labour does win 
the next election, its left wing may try to 
hold the party’s leaders to the promises 
they think they have not really made. 
This is all the more worrying since the 
next parliamentary intake of Labour MPs 
looks certain to be to the left of the 
current bunch. 

In devising palatable policies, the Lib- 
eral/spp Alliance has an advantage over 
Labour: a shorter history. This has al- 
lowed it to publish a succinct consultative 
paper dealing briskly with the whole 
gamut of policies which might go into its 
manifesto, from Northern Ireland to im- 
migration. In spite of its difficulties on 
defence policy, the Alliance can strike an 
unequivocal note on most of the issues 
that are causing Labour the greatest trou- 
ble. Many Labour politicians would love 
to describe the Wapping dispute as “ʻa 
bitter, violent confrontation between an 
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unscrupulous management and a reac- 
tionary trade union.” But they cannot; 
their party is too closely involved, 
through its trade union links, in the 
Wapping dispute to mention it at all. 


Television spectaculars 
The numbers game 


When it comes to royal weddings, even 
the viewing figures are magical. Accord- 
ing to the BBC, between 300m and 400m 
people will have gathered round televi- 
sion sets to see Prince Andrew marry 
Miss Sarah Ferguson. The television in- 
dustry freely quotes immense figures for 
the viewing of spectaculars: such figures 





All-time greats 
Jlaimed television audiences 
(millions of 
viewers) 
1984 23rd pic Games 2,500 
1985 Live Ai 2,000° 
1981 Wedding of Prince Charles 
& Lady Diana Spencer 750 
1969 First moon landing 720 
1973 Wedding of Princess Anne 
& Capt Mark Phillips 530 
1969 Investiture of Prince Charles 500 
1986 World Cup Final 500 
1982 World Cup Final 450 


Re industry estimates. “including 1,500m watch- 


exaggerate television’s global reach. 

According to the “Guinness Book of 
Records”, the “projected” number of 
viewers for the 23rd Olympic Games in 
Los Angeles was 2.5 billion. This is more 
than half of the world’s population. Bear 
in mind that a fifth of that world popula- 
tion is in China, where there are 100 
people per television set, and a sixth is in 
India, where there are more than 300 
people per set. Estimates by the Broad- 
casting Research Unit in London suggest 
that not more than 450m homes in the 
world have access to a television. At least 
85m of those sets are in Russia, where the 
Olympics were not shown. 

Viewing figures become exaggerated 
several ways. First, Chinese whispers: 
what starts off as a potential audience 
figure—the number of people who could 
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A princely marriage, which Bagehot called the “brilliant edition of a universal fact”, 
able to “sweeten politics by the seasonable addition of nice and pretty events”, 
seemed to face a daunting Wednesday in which to perform the latter task. The 
weatherman forecast real clouds darker than the imaginary constitutional clouds 
which the newspapers had talked about all week, the wedding ode showed that the 
Queen's new poet laureate was as incompetent as her press advisers (better give 
both jobs to Bob Geidof?), there was no public holiday and this was expected to 
reduce the singing crowds along the route. 

Then the sun shone, love and youthful laughter rode in an open carriage down 
the Mall, and the old pageantry again produced magnificence and happiness and 
friendliness all round. Britons do still behave more like a family when the royal 
family comes along, even though they can now behave appallingly at many times 
else. If the country had been a republic under a President Thatcher, more 
bystanders might have thrown tomatoes than rose petals at her son’s wedding. 
Only royalty can now uncontentiously and unridiculously parade in pomp, and 


pomp is an important part of any mature people's enjoyment. 


watch a programme if every set in each 
country taking the programme were 
tuned to it—somehow becomes an esti- 
mate of the number of people who actual- 
ly saw it. The Goodwill Games, for exam- 
ple, which ended in Moscow last week, 
were zipped around the world’s satellites 
by Turner Broadcasting in association 
with Russia's Gosteleradio, and were—in 
theory—available to at least 1.5 billion 
people. But nobody thinks that anything 
like that number watched them. 

Many countries have no reliable ratings 





system. Even America’s is rather primi- 


tive, using figures based on crude mea- — 


surement of only about 1,700 homes. 
Even when ratings are collected for a 
television spectacular, they are rarely 
collated for one continent, let alone the 
world. 

Sport and British royalty are the two 
reliable deliverers of large international 
audiences, But it will probably be some 
time before the number of television sets 
grows enough to provide a genuine one 
billion audience. The coronation of 
Prince Charles in, say, 10-20 years’ time 
might be a good bet. 


The rates 
A better madhouse 


Most ratepayers should see their bills 
virtually unchanged next spring. So said 
the environment secretary, Mr Nicholas 
Ridley, announcing his plans for distrib- 
uting central money next year to local 
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government. Less predictably, he may be 
right. a 

Here, in the official version, is how. Mr 
Ridley says he will hand out £12.85 billion 
to English councils for 1987-88, up from 
£11.76 billion for 1986-87. He reckons 
their “relevant” spending will rise from 
the £26.6 billion that they budget for this 
year to £27.7 billion. Increase, both sides 
of the book: £1.1 billion. So the money 
that councils raise themselves need not 
rise at all. Hey presto. 

The reality is more complex. Almost 
certainly, Mr Ridley will not hand out all 
the money he promises. In the current 
year, “overspending”—Whitehall’s view 
of it—means that, between them, the 
councils (and joint boards born when the 
metropolitan counties were abolished) 
will lose over £600m in grant due from 
Whitehall. But this money will eventually 
be redistributed among them; even the 
wilder spenders, who forfeited a large 
proportion of it, will get some back. In 
contrast, next year the Treasury will hang 
on to any grant forfeited this way. So the 
extra hand-out may be well under £1.1 
billion. Can Mr Ridley still be right? 
Maybe, for several reasons. 

First, and admirably, he has at last 
brought his department’s figuring about 
local finance half-way into the real world. 
Instead of working with pious-hope 
spending figures, and a fantasy rate of 
inflation, he has started with real budgets 
(£26.6 billion) and then applied inflation 
of almost 4%. That may prove less than 
councils need to keep services going at 
their present level, because much of their 
cash goes on fast-rising wages; but the gap 
is a lot smaller than the one that Mr 
Kenneth Baker fell into last year. 

This attack of reality seems to be infect- 
_ ing even the Treasury. Until now, its 
public-spending white papers have pre- 
tended that council spending remains un- 


1987 paper will give a forecast that might 
be nearly fact instead of wholly nonsense. 


Who’s overspending? 
Central and local government spending, 
in real terms 
1980-81= 100 






*Debt charges Included in both fi 
treated as central spending. Eng! 


res; housing benefit 
and Wales only. 
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changed from one year to the next. The ` 










Whipped into line 


Almost by accident, the House of Com- 
mons has decided that corporal punish- 
ment will be illegal in British state 
schools after August 1987. By a single 
vote, the House passed a clause of the 
education bill which makes teachers who 
cane pupils in state schools liable to 
charges of battery. 

Labour issued a three-line whip to 
vote in favour; but the Tory party al- 
lowed its MPs to vote freely, evidently 
thinking that caning is more a matter of 
conscience than Sunday trading is. The 
prime minister, a firm believer in the 
rod, was dining with Mrs Nancy Reagan 
at the time. 

Most Tory ministers were relieved by 
the outcome. Had the clause been de- 


feated, the government would have been 
put in the invidious position of trying to 
devise a way to let some parents opt out: 
beating children against the wishes of the 
parents was outlawed by a ruling of the 
European Court of Human Rights on a 


Spare the rod and spoil the fun? 





Second, starting from a truish estimate 
of local spending, Mr Ridley will provide 
a larger proportion of it: 46.4%, he says, 
and even the outturn (45%?) should be 
better than this year’s likely 44%. 

Third, part of that £600m redistributed 
this year will still be in council pockets 
next spring. Few councils made allowance 
for it in their rate-fixing; the surprisingly 
large total, let alone the distribution of it, 
was not known in time. Some councils 
rushed gaily out to spend once they 
learned. Many had more sense. 

Fourth, Mr Ridley will “ratecap” nine 
further councils, on top of 11 already 
caught (a twelfth, Liverpool no less, has 
been let off). The 20 account for about 
10% of all English council spending. Not 
at all by the way, Mr Ridley is also to curb 
evasion of his controls. Some councils 
have arranged “deferred purchase” 
schemes in the City, enabling them to 
borrow now and repay years later. From 
now on, this spending will be totted up by 
Whitehall when the works are carried 
out, not when payments fall due. 
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Scottish case in 1982. 

The Society of Teachers Opposed to 
Physical Punishment (stopp) has been 
campaigning vociferously for several 
years. Its enterprising secretary, Mr 
Martin Rosenbaum, wrote a month ago 
to a thousand parents whose children 
had been beaten to suggest that they 
should lobby their MPs to vote against 
corporal punishment. A few hours be- 
fore the vote, STOPP gave a report to the 
London Standard of the case of a 13- 
year-old boy who had been caned by a 
grammar school headmaster for failing 
to get good marks in an exam, which was 
printed with a large photograph of the 
boy’s bruised bottom. Previously, says 
Mr Rosenbaum, newspapers had been 
unwilling to print such pictures for fear 
that they would distress their readers. 

The abolition of the legal defence 
leaves teachers in private schools in a k 
curious position. They may still beat 
pupils whose parents pay their fees, but 
not those whose fees are state-subsi- 
dised. As for Britain’s 125 local educa- 
tion authorities, a number—STOPP says 
33—have already instructed teachers not 
to cane their pupils. Most Scottish 
schools, where teachers once wielded the 
terrifying leather tawse, have now 
stopped. But among the 92 local educa- 
tion authorities which still allow corporal 
punishment are 84 which allow it for 
children under 12, 77 which allow it for 
handicapped children, and 60 which al- 
low male teachers to beat girl pupils. 
Abolition will at least bring schools into 
line with borstals and prisons, where 
corporal punishment was abolished in 
1967. 


Still, not all is joy for ratepayers. Many 
councils managed to keep their rate rises 
down even to this year’s high figures only 
by raiding the piggy bank, and may prefe1 
to rebuild balances rather than restrain 
rates. Londoners will see no repeat of the 
generous Whitehall handout that gave 
many of them rate cuts this year. Every- 
where local councils captured by Labour 
last May will want to spend. 

Meantime, the deeper issues of local 
finance remain untouched. The govern- 
ment’s plans for a revolutionary new 
system are years away. Until then, in 
spite of the touch of reality Mr Ridley has 
brought to the present one, it remains 
complex, centralised, often arbitrary, 
generally inefficient. Need it be? Mr John 
Banham is controller of the Audit Com- 
mission, which oversees its results. In the 
current Lloyds Bank Review, he proposes 
some drastic reforms. Look at the chart 
(left) he backs them with. If anybody 
needs to be kept in check by Kafkaesque 
mechanisms of distribution and control, is 
it the town and county halls? 
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The mF and Mexico agreed on the 
first phase of a $10 billion recovery 
plan to. cover the next 18 months. It 
includes growth-boosting conditions, 
and an arrangement to cover further 
drops in the oil price. But it depends 
on commercial banks coming up with 
$5 billion-7 billion of the cash. 


The French government fired 12 out of 
its 24 heads of nationalised 
industries—including the bosses of 
CGE, Rhéne-Poulenc, Péchiney, 
Société Générale and Crédit Lyonnais. 


Oil prices weakened again. Analysts 
started predicting prices of $6-8 a 
barrel, barring agreement at the OPEC 
meeting in Geneva. 


Dart Group raised its bid for 
Safeway, America's largest food 
group, by $360m to $3.9 billion. 


The flotation of Britain's Trustee 
Savings Bank will go ahead in 
September. The bank hopes it will 
raise £1 billion—and attract 1m or 
more shareholders. 


| BUSINESS THIS WEEK 


Hanson Trust is to sell £190m-worth 
of recently-acquired Imperial 
Group’s hotel and restaurant 
business to Trusthouse Forte. 


The West German chemicals group 
BASF is discussing a joint venture to 
sell computers with Siemens. 





BET, the British industrial-services 
group, is to bid a total of £127m for 
HAT group and Brengreen Holdings, 
active in the cleaning and scaffoiding 
businesses. 


America and South Korea settled 
trade disputes about patents, 
trademarks and copyrights. South 
Korea wili open its markets to 
American insurance companies. 


The EEC reached a compromise 
Japanese cars took a record 11.8% agreement on quotas for imports of 
of the European market in the first New Zealand butter after Ireland 
half of this year. lifted its veto. 


General Motors and Deere, the 
American agricultural equipment 
company, will combine their diesel 
engine operations. The partnership 
expects to generate annual sales of 
$1.5 billion. 


New Zealand is issuing $500m of 
floating-rate notes in the Eurobond 
market on the finest terms yet 

achieved by a sovereign borrower. 


Romania and its commercial bank 


creditors agreed on a new timetable 
for repaying $880m of its $6.6 billion 
foreign debt. 


Federal Reserve Board chairman 
Paul Voicker moaned that Japan 
and West Germany were not co- 
ordinating economic policy with 
America. The dollar slid to new lows. 


The British money-market dealer 
Union Discount reversed an earlier 
decision to become a market-maker 
in British government bonds come 
the Big Bang. 


Russia admitted that the Chernobyl 
disaster caused $2.8 billion of 
damage and 28 deaths. 


Italy's biggest-ever privatisation—the 
sale of the sme food business to 
Carlo de Benedetti's Buitoni—was 
blocked by a court. 


Union Carbide is looking for a buyer 
for its agricultural division—maker of 
pesticides involved in the Bhopal 
accident. 


America and Japan inched closer to 
a settlement of their semiconductor 
trade dispute. The European 
Commission says it intends to 
continue with its own anti-dumping 
action against Japan. 
Gea re ee arn ay 


Economic and financial indicators 
are on pages 93-94. 
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Corporate scorecard 
Net % chai % change 
profit on comp Sales on 
Company Period $m* period** $m* period! Comment 
AECI H Jun 30 47+ +58 600 +21 South Africa's big chemicals group boosted sales and profits, 
after five years of flat demand. 
Amoco H Jun 30 569 —47 10,900 -24 Profits in the oif group's refining and marketing operation could 
not offset the offen of falling ol prios. 
Asda-MFi Y Apr 30 233t +5 3,520 +11 ioe Piian retailer is pinning hopes for further growth on its owns: 
Exxon H Jun 30 3,070 +20 40,220 -13 The oil giant said that improved margins on oil product sales |. 
helped cushion the impact of falling oil prices. J: 
Itaitel H Jun 30 25t +135 390 +7 The Italian telecoms gou "Ss restructuring has reduced its 
workforce by 10,000 to 9,000 since 1980. 
Merrill Lynch H Jun 30 178 +44 — — The leading American securities firm continued its recovery with 
a 35% rise in second-quarter net income. _. 
Nissan Motor Y Mar 31 161 -56 20,930 nii Japan's second biggest car producer increased its European 
s but pated books phy 
Northern Telecom H dun 30 83 ~20 1,460 -2 ‘The Canadian telecoms group has suffered from lower sales (of < 


Y = Year ended. H = Halt-year ended. “Converted at average exchange rates. “Based on local currency figures. + = Pre-tax profit 


telephone exchanges) in the American market, but expects a 
revival later in the ce 









Total assets 


Net income _ 





he Meeting of the Shareholders’ of Istituto 
obiliare Italiano (IMI), held in Rome on July 


quity for an amount of 400 billion Lire. As 


sea casa 


Consolidated Highlights at March 31, 1986 


Assets under management 


Shareholders’ : equity 







Allowances for losses S G3 


* Values apas in us -dollars doping the ere ex- 
change rate of end Marcii 1986 (Italian lira 1, 580. 75/US $ 1:00). 


9, 1986, -approved a transfer of reserves to- 























wee in millions *) 





| 17544 
14,067 
397 
1,847 _ 
428 








a result of the Shareholders’ decisions and of 
the July 1% capital increase, the equity 


structure of IMI and of the IMI Group can 
be summarized as follows: 


(Dollars in millions *) 


Capital 1,044 
Statutory and other reserves 932 | 
Shareholders’ equity 1,976 
Allowances for losses 428 





WORLD BUSINESS 





Wanted: new jobs for sad 


robots 


Robot's playtime 


If robots are taking over where men once 
worked (as union leaders fear), then 
Q the men who make the robots must 
e doing good business? They aren't. 
Instead of big sales, the machines have 
chalked up big losses. Growth in the 
American robot market has slowed to a 
snail’s pace. Companies are still strug- 
gling to find the formula that will trans- 
form today’s rusty tin men into gleaming 
knights. Latest to try is Japan’s Toshiba, 
which this week signed a robot-marketing 
joint venture with West Germany’s Mes- 
serschmitt-Bélkow-Blohm (MBB). 


Number of industrial robots . . . 
. in: end 1984 


Japan 67,300 
United States 14,500 
West Germany 6,600 
France 3,380 
Italy 2,700 
Britain 2,623 
Sweden 2,400 
Belgium 859 
Canada 700 
Spain 516 


Source: Japan Industrial Robot Association 
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Eager to diversify from its roots in 
aerospace, MBB will market Toshiba’s 
robots in West Germany, Switzerland 
and Austria. Japanese robots have gone 
down relatively well in West Germany’s 
engineering industry. Sales grew by 
around 50% last year, to 541 (including 
the unprogrammable pick-and-place ma- 
chines which only Japanese statisticians 
count as robots). But competition for 
robot sales everywhere is tough, especial- 
ly in the large American robot market 
where a lot of apparently well-laid plans 
have recently gone badly wrong. 

In 1985, Americans spent about $595m 
on robots and the software needed to 
make them work—about half as much 
again as they spent in 1984. This year, 
stockbrokers Prudential Bache expect ro- 
bot sales to grow by only about 5%, to 
$625m. Because many robot companies 
were suffering even during last year’s 
boom, the slowdown will hurt. 

Some of the saddest faces are at the 
electrical giant Westinghouse. In 1983, 
Westinghouse paid $107m for Unimation, 


then the world’s leading robot maker. 
Unimation has disintegrated in Westing- 
house’s hands. Its share of the American 
robot market has shrunk from nearly a 
third in 1982 to less than one-tenth today, 
and its place in the American robot- 
makers’ league has slipped from first to 
fourth. Westinghouse has invested heavi- 
ly to beef up the Unimation robots, but so 
far it has little to show for its effort and 
money. 

General Electric has fared little better. 
In 1980, GE predicted that, by 1990, it 
would hold around a fifth of a factory- 
automation market worth $25 billion a 
year. Instead, it has chalked up losses of 
over $120m, and it still does not even 
rank among America’s top ten robot 
companies. 


New migrant workers 
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Source: Japan industrial Robot Association + Years ending March 31st 


Most embarrassing of all, success in 
robot markets has proved little’ more 
profitable than failure. The second-rank- 
ing and third-ranking firms in the Ameri- 
can robot market—machine-tool maker 
Cincinnati Milacron and Sweden's 
ASEA—are not much richer for all their 
years of robot production. The firm now 
making most money out of the American 
robot market is GMF Robotics, a joint 
venture between the American carmaker 
General Motors and the big Japanese 
robot company Fanuc, And GMF Robotics 
made only $10m on sales of $187m in 
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1985. Around two-thirds of those sales 
went to GM itself, and ghis year GM has 
cancelled about $80m-worth of its robot 
orders. 

The robot makers’ problem is that 
selling automata is not as simple as wind- 
ing them up in the morning and sending 
them out to do a real person’s work. They 
require complex software to do even the 
simplest tasks. And robots must be taught 
to communicate with the other machines 
working beside them on the shop floor. 
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of robots. GM alone plans to install some 
20,000 by 1990. But the really big markets 
for robots should lie elsewhere: in “as- 
sembly” tasks like putting circuit boards 
into computers, assenvbling electric mo- 
tors or packing chocolates in boxes. Until 
now, demand for such assembly-robots 
has lagged well behind robot makers’ 
expectations. 

One of the dampers on demand for 
assembly-robots is now being lifted. Led 
by GM, robot consumers have created 
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Multi-Fibre Arrangement 
Tit for GATT 


GENEVA 


“Temporary” protection from cheap im- 
ports for the West’s textile industries has 
now lingered for at least a quarter of a 
century, formalised in the arrangement 
on cotton textiles of 1961 and reinforced 
by its successor, the Multi-Fibre Arrange- 
















































F Creating that software and those commu- standard communications protocols, ment (MFA). Negotiators from more than 
= nication links is expensive, So are the called MAP, which should ensure that any 50 countries are now in Geneva haggling 
= service people needed to ensure that they manufacturer’s robots can work side-by- over a fourth extension to the MFA, 
if keep working. side with any other’s. But equally galling probably for another five years, to re- 
So far, carmakers have been by far the problems remain. Market analysts had place the present agreement which ex- 
= best buyers of industrial robots. For expected the first big wave of assembly- pires on July 31st. They are not talking, as 
them, the cost of robots forms only a robot orders to come from the electronics they should be, about a return of the $100 
= small part of the price of a new produc- industry—which has lots of the repetitive _ billion-a-year world textiles trade to the 
tion line. Because the whole line is usual- kind of work that robots can do, and fair-trade rules of the General Agree- 
= ly built at once, car firms have an easier enough technical expertise to teach the ment on Tariffs and Trade (GATT). 
job ensuring that the robots will talk to machines how to do it. But stagnation in Several months ago, developing cour 
4 their fellow machines than companies electronics and computer markets has ` tries dropped their demands for an imme- 
that have to integrate the creatures with forced manufacturers to cut their previ- diate end to the MFA. Too many preferred 
existing equipment. ous investment plans. And IBM, which has the security of the restrictions they know 
e Painting, welding and all the other jobs been installing robots regardless, has to the free-for-all they don’t. But they 
on car production lines can employ a lot been building its own. want a less restrictive MFA and the prom- 
y f an ex-head of Rhône-Poulenc who left 
a B y the dozen, qui ck mar ch when it was nationalised in 1982. 
E; PARIS By contrast, an ally of the Socialists, 
i Mr Alain Gomez, stays as boss of Thom- 
According to the French Ministry of tor of the Treasury under the Socialists, son, another big telecoms group. Mr 
Finance, the sole test for deciding which is out of Paribas. Mr Michel François- Jean-Louis Beffa remains atop the glass 
bosses of France’s state-run firms to Poncet, who has soldiered in the bank group Saint-Gobain and Mr Jacques 
keep or ditch in advance of privatisation for 25 years, will take over. At the Suez Stern stays at the troubled computer 
was competence. It should have added financial group, Mr Jean Peyrelevade company Bull. 
" politics. The draft pink slip submitted for will leave his desk to an ex-head of the Two go and one stays at the three big 
4 the president’s approval at the meeting Bank of France, Mr Renaud de la state-owned commercial banks. At the 
of ministers on July 23rd was a mixture Genière. biggest, Banque Nationale de Paris, Mr 
b of fair judgment and score-settling. Mr Among the big industrial groups, René Thomas is safe for the time being. 
> Jacques Chirac, the prime minister, is good management of Rhône-Poulenc, Mr Jean Deflassieux, a banker and a 
x keeping 12 chiefs of the 24 main enter- France’s chemicals giant, did not save Socialist, leaves Crédit Lyonnais and is 


Mr Loik le Floch-Prigent, a favourite of 
the Socialists. His place will be taken by 
Mr Jean-René Fourtou, a businessman 
close to the former president, Mr Valéry 
Giscard d’Estaing. Nor has Mr George 
Pébereau’s talent for international deal- 
making protected his seat at the head of 
CGE, France’s biggest telecoms and elec- 
tronics company. The new man there, 
Mr Pierre Suard, is friendly to Mr Chir- 
ac’s party. Mr Bernard Pache is to make 
way as chairman of Péchiney, the spe- 
cial-metals group, for Mr Jean Gandois, 


replaced by Mr Jean-Maxime Levéque. 
The number two man at Société Génér- 
ale, Mr Marc Viénot, replaces Mr Jac- 
ques Mayoux. 

One goes and two stay at the three big 
state-owned insurance companies. 
Bernard Attali, a brother of President 
Mitterrand’s close adviser Jacques At- 
tali, is to leave as head of GAN. His place 
will be taken by Mr François Heilbron- 
ner, who was an economic adviser for 
many years to Mr Chirac. 

How long any of the state-company 
bosses stay now partly depends on which 
companies the government is intending 
to sell off first. The guess has been that it 
would start with one of the two invest- 
ment banks and a healthy industrial 
group in the autumn. The row over the 
signing of the executive decree on pri- 
vatisation may not, after all, have de- 
layed the government's plans by much. 
The decree was swiftly turned into a bill, 
which the government is hoping to put 
through the national assembly by the end 
of the month. . : 


prises on his privatisation list and sacking 
the rest. 

The need for this purge is unex- 
plained, unless, as seems improbable, 
the government intends to sell off a 
dozen companies in one go. Most of 
those fired have been at their jobs barely 
four years. Many of them have turned 
their companies round and are doing 
well. 

Heads roll at both of France’s big 
state-owned investment banks. The well- 
regarded Mr Jean-Yves Haberer, a direc- 
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Robert Sale, a deputy chief general manager of Barclays Bank, 


discusses the bank’s role in 


HELPING SMALL 
FIRMS SUCCEED 


Small firms are crucial to Britain’s economic future. 
They are the seedcorn for the industries of the future, 
providing a breeding ground for entrepreneurial talent 
and new ideas which can often be developed more 
effectively in the context of a small organisation. 
Flexibility of response and the ability to adapt more 
rapidly than big companies to a changing business 
environment are among the reasons why the 
government has made such efforts in recent years to 
nurture this sector of the economy. 

The important role small firms have to play in 
helping to tackle the unemployment problem is 
another reason. A recent study by the Small Business 
Research Trust suggested that small companies had 
created between 800,000 and 1.1 million new jobs over 
the past six years. An estimated 200,000 of these jobs 
were created by new businesses. 

The clearing banks with their large branch 
networks are ideally placed to help small businesses 
and Barclays Bank serves a bigger share of this market 
than any of its competitors. It is an area we have long 
recognised as important. 

The vast majority of our business customers are 
in fact small businesses. More than nine out of every 
ten business customers fall into the category of small 
to medium-sized businesses, partnerships and sole 
traders. 

Barclays has lent £8 billion to businesses with a 
turnover of under £1 million a year, one third of which 
has been advanced to the smaller end of the market 
or businesses turning over less than £100,000 a year. 

But lending is only part of the picture. 


Because of our commitment to the small business 
market we have a vested interest in helping our smaller 
business customers to succeed. To this end we provide 
not only a range of financial products tailored to meet 
the requirements of small firms but, more importantly, 
advice and assistance in financial management through 
our branches and our Business Advisory Service 
(BAS). 

The Business Advisory Service is a roving financial 
consultancy service which operates alongside our 
branch network. It was set up in 1971 and now 
operates from 30 centres throughout the country. 
Some 400 Barclays managers have passed through our 
intensive BAS training schemes, which involve 
spending time with businesses to see the problems 
from the other side. We have more specially trained 
small business advisers than any other bank. 

Over the past decade the BAS has carried out more 
than 23, 000 consultancy assignments for smaller 

companies. This wealth of 
| experience has not only 
given us a sharper insight 
into the problems small 
businesses face, but has also 

influenced the way we train 
our staff. 


| (CONTINUED ON PAGE 4) 
| 
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-That Barclays takes small business seriously is 
-evident from its one million small customer base and 
-its £8 billion investment in this sector to date, 
two-thirds of which has gone into companies with a 

- turnover of less than £1m p.a. Since the bank 
established its Business Advisory Service (BAS) in 
1971, it has trained a team of 400 highly-professional 
business specialists who are available for 
secondment to small firms for 2/5 days. During this 
time they can help cost and price their projects for 
them, advising on budgeting, cashflow forecasts, 
capital investment appraisal, assessment 
management and book-keeping. This is an ongoing 
programme and both the Business Advisory Service 
and the Small Business Unit of the bank offer advice 
on the financial and non-financial aspects of starting 
and running a small business. 


"TRADING FINANCE __ 
The bank’s provision of short-term, day-to-day 


trading finance ~ additional to overdraft facilities — 
includes ‘tailored’ loans for working capital and/or 


(COSIRA), who wish to purchase or improve capital 
assets such as land, buildings, plant, machinery and 
working capital. 

European Commission job-creation loans — at 
heavily subsidised interest rates ~ are available to 
small/medium sized projects (for the creation of 
employment in areas stricken by redundancy in the 
coal and steel industries) on 50% of the capital- 
investment costs of projects. 

For business travel and entertainment expenditure 
nationally or internationally, the bank operates a 
Company Barclaycard. 
























































The bank has also launched a high-interest Business 
Premium Account for sums of surplus cash between 
£5,000 and £250,000 that offers businesses the best of 
both worlds: a highiy-competitive rate of interest and 
instant access without penalty. 
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of international markets, it can advise not only when 
opportunities arise, but also recommend steps to 
overcome foreign trading peculiarities. A Trade 
Development Service exists to assist UK companies 
in locating trading partners and outlets overseas, by 
means of a free basic service and a more comprehensive 
fee-paying premier service. 

For the smaller business, with an annual export 
turnover of £2 million or less, the bank’s Smaller 
Exports Scheme offers 100% loan finance against the 
presentation of export documentation. Essentially 
non-recourse, it is designed to ease demands on 
cashflow while providing protection against 
commercial and political risks without the necessity of 
exporters having to take out their own insurance 
policies to arrange finance themselves. This facility is 
in increasing demand. 

Barclays Export Finance House operates a 
wholly-owned Confirming House of the bank which 
issues medium-term (2/5 year) Supplier Credits (for 
the sale of capital equipment) at fixed and officially 
supported rates of interest. It also provides 
manufacturers who do not have their own credit- 
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‘BARCLAYS 


Briefing 


small businesses, enabling them to simplify their 
financial affairs and conduct them with greater speed 
and efficiency. The bank operates numerous money- 
transfer services, not the least of which is Barclays 
Payflow, an automated payments system enabling the 
customer to telephone payment details to an approved 
bureau for same-day settlement and thereby eliminate 
the need to issue cheques or originate paper credits. 
While Payflow was originally devised for salaries, it 
can also be used for trade settlements. Other automatic 
transfer services are available for cheque reconciliation, 
bulk-credit clearing, direct debits, standing orders and 
same-day-value funds transfer. 


INSURANCE __ oo : 


The bank offers a comprehensive range of insurance 
services to cater for the needs of the modern 
businessman including, of course, the small i 
businessman. Whether it is credit insurance protection 
against the risk of bad debts, special life assurance 
schemes or ‘all risks’ policies for the protection of 
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Our-experience through the BAS has shown us 
that financial management is often the Achilles heel of 
small firms. Failure to monitor and predict cash flow 
— the movement of money in and out of a business — 
is one of the commonest reasons for failure. Businesses 
can run out of cash even when they appear to be 
running smoothly and making profits. Often the 
entrepreneur with the fresh idea and the know-how to 
produce and market his products will simply not have 
» the time to set up the financial controls his business 
needs. 

To plug this gap our BAS managers will spend 
several days with a customer, analysing the financial 
controls, advising on matters such as pricing, cashflow 
forecasting and book-keeping, and helping to devise 
- simple and effective systems. They will also help 
- arrange, where necessary, the type of finance a business 
may need from its local branch. 

Following the visit, customers receive a written 
report highlighting the problems and giving 
recommendations on how to tackle them. There is no 
charge at all for Barclays’ customers, although there 
may be a small fee if a second visit is required. We 
also provide the BAS service free to non-customers if 
they move their banking business to Barclays; 
otherwise we make a charge to cover our costs. 

An important part of our strategy in recent years 
has been to make our branch network more responsive 
“to the needs of business customers of all sizes. This 
has involved putting more trained business experts into 
_ the branches and ensuring that business customers are 
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HELPING SMALL FIRMS SUCCEED 


able to bank with a branch which has the know-how 
to handle their needs. 

For smaller companies and businesses we ensure 
that they bank with a local branch staffed with the level 
of expertise they need. Sometimes businesses outgrow 
their local branch and may be better served by moving 
to a bigger branch in the same area. 

The British government’s attempts to remove 
much of the red tape and the regulatory burdens that 
have traditionally hindered small businesses are 
welcomed by the small business sector which is now 
awaiting the outcome of the employment secretary’s 
deregulation white paper, Building Business, Not 
Barriers. 

In the belief that government initiatives of this kind 
place an obligation on the financial community to 
simplify and improve its own procedures, Barclays has 
streamlined its services to the small business sector to 
avoid unnecessary complications. Its numerous 
professional skills and facilities are designed to make 
life easier for such businesses. 

While all Britain’s major high street banks are 
familiar with the problems of the small businessman, 
whether he is self-employed or running a small 
company, only Barclays has 15 years experience of 
seeing small business from the inside through its 
Business Advisory Service. 

By extending that experience to its training of all 
management, the bank now has a branch network 
unequalled in its ability to understand and serve the 
small business sector. @ 
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ise thaf it will be phased out, preferably 
on a fixed timetable. 

That is unlikely if the Americans get 
their way. Alarmed by rising imports, a 
bellicose election-minded Congress is de- 
manding a tough deal. President Reagan 
rightly vetoed the Jenkins bill, which 
sought to slash textile imports from devel- 
oping countries; but Mr Charles Carlisle, 
the chief American textiles negotiator in 
Geneva, says everybody should be fright- 
ened lest the August 6th vote in Congress 
overrides that veto. Mr Carlisle has 
played that card with some success al- 
ready, securing stringent new bilateral 
deals with two of the “big three” suppli- 
ers to the American market—Hongkong 
and Taiwan. Talks with the third, South 
Korea, are still going on. 

The third-world exporters have cards 
of their own. At the meeting of trade 

iinisters due to start in Punta del Este, 

Jruguay, on September 15th, the United 
States and its western allies are hoping to 
launch a “new round” of global negotia- 
tions about liberalising trade in services, 
safeguarding intellectual property and 
easing restrictions on direct investment. 
At preliminary GATT negotiations on the 
new round’s agenda, developing coun- 
tries have stressed that their consider- 
ation of these so-called new issues will 
depend on the easing of controls on 
textiles as a token of good faith. 

Textiles account for 10% of all world 
trade in manufactured goods and 25% of 
manufactured exports from the third 
world. Third-world exporters say with 
justification that massive investment (and 
job shedding) in the industry in America 
and Europe have made western firms well 
able to hold their own with low-wage 
labour-intensive producers. American 
imports of MFA fibres rose by 8% last 
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year, but nearly half the increase came 
from a 27% jump in deliveries from 
Western Europe. Imports from develop- 
ing countries rose by only 3%. Europe’s 
relatively unfettered Mediterranean ex- 
porters—Spain, Portugal and Greece— 
have wages lower than those in several 
third-world countries. 

The European Community sees some 
force in these arguments. It is happy to 
see some modest relaxation of the MFA. 
But the Community is cool about commit- 
ting itself to phase it out altogether. Like 
America, it is insisting on retention of the 
much-abused “anti-surge” mechanism to 
block sudden import increases. It also 
wants a commitment from developing 
countries to open up their own markets to 
textile imports from the West. Free-mar- 
ket Singapore won extra concessions 
from the Community as a reward for 
opening its doors. 

Differentiation between suppliers and 
insistence on reciprocity is disliked by the 
exporters, But they can live with it if the 
rich nations agree to moderate some 
other restrictions (eg, on children’s cloth- 
ing) and accept the principle of phasing 
out the agreement. The betting in Geneva 
is on a slightly less restrictive MFA, hidden 
behind some tough wording for US con- 
gressional consumption. 


Brazil-US trade 
Soft on software 


SAO PAULO 


Brazil wants to improve its trade relations 
with America before President Sarney 
visits Washington in September. Since 
last autumn, the Brazilian law on trading 
computers has been under investigation 
by the Us trade representative, Mr Clay- 
ton Yeutter. If he decides it contains 
unfair trade practices, President Reagan 
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has plenty of scope for retaliation.” In 
1985, America hpught over 25% of Bra- 
zil’s exports. Brazil's steel, textiles and 
footwear industries, which all rely heavily 
on the American market, could be the 
first to suffer reprisals. 

The Brazilian government will proba- 
bly make concessions on software (which 
America wants to see subjected to inter- 
national copyright law) while continuing 
to protect its hardware industry. The Sao 
Paulo supreme court recently ruled that 
international copyright law does apply to 
software sold in Brazil. Yet, even if this 
trade row ends up being safely defused, 
Brazil's nationalists are cooking up new 
ones. Trade restrictions on specialty 
chemicals, pharmaceuticals and biotech- 
nology threaten to plunge the two coun- 
tries back into dispute. 

One pharmaceutical company, the lo- 
cal subsidiary of France’s chemical giant 
Rhône Poulenc, has already suffered 
from nationalism. After it had spent $8m 
on a plant to produce salicylic acid (the 
raw material for aspirin), the government 
vetoed the project because a Brazilian 
company had plans for a similar facility 
and the market was deemed to have room 
for only one manufacturer. 


British car sales 


Summer madness 


Each August, Britons buy three times 
more new cars than the average for any 
other month. That is because August is 
when the prefix on the licence plate 
denoting a car's year of registration 
changes. Since Britons like to be seen to 
be driving a new car the day the prefix 
switches—it becomes “D” on August Ist— 
many delay their new-car purchases until 
then. So much so that last year 20% of the 
1.8m new cars sold in Britain were bought 
in August. 

This year’s summer madness, however, 
looks like being the last. To smooth the 
bulge and to reduce the seasonal burden 
on the government’s vehicle-licensing 
centre in Swansea, the (then) minister of 
transport, Mr Nicholas Ridley, decided 
earlier this year that as from 1987, the 
prefix will change in October which is 
traditionally a poor selling month. 

Britain is alone in Europe in having a 
prefix denoting a car’s year of registra- 
tion. West Germany, France and Italy all 
have systems that show where a car was 
registered, but not when. The British 
government would like to abolish its 
system but is reluctant to do so because of 
opposition from the police, who think 
that prefixes help them identify stolen 
cars. 

The trade is hopelessly split on what it 


61 


Mat the ir 


at 


TEEL NT 
< 


ell al 


s = 
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wants. The Society of Motor Manufactur- 
ers and Traders opted for October as the 
best compromise, while the Motor 
Agents Association, which represents the 
dealers, would prefer July or, better still, 
no change at all. The dealers fear that the 
change to October will upset the peak 
period for used-car sales. 

Carmakers with factories in continental 
Europe prefer the present system: as sales 
in their European markets dwindle in the 
run-up to the August holiday period, they 
concentrate their production on right- 
hand-drive cars for Britain, thus helping 
to smooth their production schedules. 
Not so Rover, the only one of the big 
three carmakers in Britain (and the only 
one without big factories in Europe) to 
favour outright abolition of the prefix. To 
stock up for the August sales, it has to 
build up production in early spring—just 
as the big fleet buyers, who account for 
65% of new cars sold in Britain, begin 
their annual purchases. 

Sales of new cars in Britain look as 
though they will be only slightly down on 
last year’s record of 1.8m, but few dealers 
(or manufacturers) are making much 
money at the moment. Discounts of up to 


West German electronics 


Ne quittez pas 


International competition and currency 
movements are upsetting the hitherto 
comfortable world of West Germany's 
giant manufacturers of electrical and elec- 
tronic goods. Two of the biggest firms, 
Siemens and Robert Bosch, are focusing 
on telecommunications and are looking 
to form large European answers to Japa- 
nese and American competition. 

Both are considering buying into 
French companies. Siemens is talking to 
the government in Paris about taking a 
stake in a state-owned French telephone 
equipment manufacturer, Compagnie 
Générale de Constructions Téléphoni- 
ques (CGCT). Bosch is mulling over 
whether to make a play for a minority 
stake in the telecoms empire that France’s 
state-owned Compagnie Générale d'E- 
lectricité (CGE) is trying to put together. 

CGE, which has 84% of the French 
telephone switching market (CGCT has the 
other 16%), is awaiting its government’s 
approval of its purchase of the European 
telecoms business of the American com- 
pany, ITT. Under the terms of the deal, 
the French company would get a 70% 
share of ITT’s European telecoms assets, 
including the West German SEL, which 
has a third of West Germany’s switching 
market. 
~ As a counterweight to CGE-ITT, the 


62 


30% on big orders and the complicated 
system of manufacturers’ bonuses for ex- 
tra sales have sliced most dealers’ margins 
on new cars to around 2%. 

Analysts reckon thag dealers with fran- 
chises from the volume carmakers will 
soon need annual sales of 500 cars or 
more to break even. With the new-car 
market in Britain growing at less than 3% 
a year, this implies that only half the 
8,200 franchised outlets in business today 
(4% fewer than last year) will be trading 
in ten years time. Many are likely to be 
replaced by supermarkets trading on 
edge-of-town sites, where they have the 
space to display a wide choice of new and 
used cars. 

First to do this is Asda/MFI, the furni- 
ture-to-food group. It now has four Asda 
Drive outlets, two in London and two 
elsewhere. So far, Asda has chosen to set 
up separate franchised dealerships (one 
each for Rover, Peugeot-Talbot, Fiat and 
Hyundai). But it may not be long before a 
manufacturer (possibly Rover) breaks 
with tradition and decides that selling 
direct to outlets such as supermarkets is a 
better way to sell volume cars than 
through franchised dealerships. 


BONN AND PARIS 


French industry minister, Mr Alain Ma- 
delin, has been trying to arrange a mar- 
riage of CGCT’s telephone-switching busi- 
ness with Siemens, Ericsson, Northern 
Telecom or APT, a joint venture between 
AT&T and Philips. At the moment, Sie- 
mens is the favourite. But CGCT is no 
great prize. It has been in trouble for a 
decade. In 1976, it had 10,000 employees 
and an annual turnover of FFr1.15 billion 
($240m). Last year, its turnover was 
FFr2.3 billion ($256m), with 5,200 em- 
ployees, and it made a loss of nearly 
FFr200m. 

After failing to break into microcom- 
puters, CGCT has fallen back (under a new 
chairman, Mr Claude Vincent) on switch- 
ing systems and telephone equipment for 
the home and office. Mr Vincent's strate- 
gy is to find help for both. CGCT has just 
found a rescuer, Matra, for its private 
telephone business. The part-state-owned 
arms and high-tech company has sunk 
FFr1.3 billion, against CGCT’s own 
FFr600m, in a new telephone-equipment 
company, CGCT-Communications, which 
started up on July Ist. It has about a 
quarter of the French telephone market, 
against Alcatel-Thomson’s 40%. 

Siemens has a good track record in 
telecoms. It has joint research ventures 
with Britain’s Plessey, Italy’s Italtel and, 


indeed, CGE (which may put if in the 
running for a share in the new CGE-ITT 
company). It has also enjoyed some suc- 
cess in the difficult American market and 
has just signed an agreement on co- 
operation with GTE, an American tele- 
coms company. 

The latest figures from Siemens and 
Bosch show why the two companies want 
to move into fresh fields. Siemens is 
suffering from a shortage of orders for 
power Stations at one of its subsidiaries, 
Kraftwerk Union. In the first eight 
months of its current financial year, sales 
by the Munich company were 20% below 
the same period of the previous year, at 
DM29.5 billion ($13.5 billion). Bosch 
says it expects to increase world sales by 
3% this year, with profits about the same 
as the 1985 figure of DM402m—itself 
10% below the company’s 1984 profit 
because of an unusually large provision t 
cover currency fluctuations. 

The two companies are facing the pros- 
pect of fiercer competition from two 
other big West German electrical and 
electronics groups, AEG and Grundig, 
which are now under the respective own- 
ership of Daimler-Benz and Philips. The 
obvious link-up of AEG electronics and 
Daimler’s yehicle business is likely to 
mean even more competition for Bosch in 
supplying car and heavy-vehicle 
components. 

Bosch faces less rivalry from Grundig. 
A Bosch subsidiary, Blaupunkt-Werke, 
has agreed to cooperate with Grundig on 
car radios and colour televisions. Siemens 
is also seeking to cooperate in electronics 





The phone never stops ringing 


THE ECONOMIST JULY 26 1986 


SS 





+ 


Italy passes the buck to its bambini 


Until the collapse of Mr Bettino Craxi’s government on June 27th, the 


Italian economy had enjoyed the rare luxury of nearly three 


unbroken ment. 


business has thrived and Italy’s economy looks in better shape than for 
many years—with one notable exception 


Italy has rediscovered single-digit infla- 
tion. In the ten years to 1983, consumer 
prices rose by an average of 17% a year; 
in the 12 months to June 1986, prices 
rose by only 6.3%, and the OECD reckons 
that inflation could fall to just 3.5% next 
year. This represents a huge. narrowing 
of the gap between Italy’s inflation rate 
and the OECD average (see chart). 

Leading the government’s attack on 
inflation has been the effort to slow:the 
rate of increase in wages by pruning the 
scala mobile—the system which: auto- 
matically links wage increases to price 
rises and therefore tends to reinforce 
inflationary pressures. Under the re- 
formed scala mobile, wages are effective- 
ly indexed for only 50% of inflation 
compared with 80% in 1983. 

The prospects for Italy’s balance of 
payments also look good. After running 
a current-account deficit averaging $5 
billion a year for the past six years, the 
country looks set to move into a surplus 
of, maybe, $4 billion this year. But most 
of this turnaround will be the result of 
cheaper oil—Italy imports 70% of its 
energy needs—now made cheaper still 
by the appreciation of the lira against the 
dollar. Without these two windfalls, Ita- 
ly’s trade balance would have continued 
to deteriorate: in 1986, the volume of 
imports will grow faster than exports for 
the third year running. 

Export growth is expected to be held 
back by the fall in demand from OPEC, 
which buys 10% of Italy’s exports—the 


highest share among the big OECD econo- 
“mies. Also, Italian costs are still rising 


faster than those abroad, so industry’s 


“international competitiveness is being 


eroded. Despite several devaluations, 
the lira’s real exchange rate (ie, adjusted 
for inflation) has appreciated by almost 
30% against the D-mark since the EMS 
was set up in 1979, 
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Italy's: current- 
account balance 
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Real GDP grew by a respectable 2.5% 
in 1984 and 1985. And although output 
dipped by 0.1% in the first quarter of 
1986, the OECD reckons the economy will 
grow by close to 3% for the year as a 
whole. The main driving force behind 
growth is investment: industry’s capital 
spending rose by 25% during the two 
years 1984 and 1985 and is expected to 
expand by a further 6-7% this year. 

Perhaps the most impressive achieve- 
ment in recent years is the transforma- 
tion of loss-making companies into com- 
mercial successes. Montedison, Fiat, and 
even the state-owned giant ENI have all 
moved into profit. Company profits grew 
by 30-35% in both 1983 and 1984 and are 
expected to rise by another 35% this 
year. Industry has been enjoying the 
fruits of automation, wage moderation 
and unusually peaceful labour relations; 
1985 saw the lowest number of strikes for 
at least 30 years: Little wonder that the 
Milan bourse was Europe’s top perform- 
er in the 30 months to June. 

The rosy outlook for inflation, growth, 
the balance of payments and profits is 
marred by the 13.9% of the workforce 
that is unemployed. One in three people 


below the age of 25 is out of work—the. 


highest proportion of any big OECD econ- 
omy. Years of rapid wage inflation and 
strikes encouraged firms to replace men 
by machines, and rigid labour laws dis- 
courage firms from hiring new workers. 
The only consolation is that the official 
unemployment rate probably overstates 
the true amount of idle labour: Italy has 
a thriving black economy—maybe as big 
as 30% of GDP. 


Black spot 

The improvements in Italy’s inflation 
and its balance of payments are striking, 
but they are due to luck as much as good 
economic management. The govern- 








“forecast 


years of 
luring those three years of political stability, 


“has forecast that if the government's 




















































ment has failed to tackle the disease 
which lies at the root of all Italy’s eco- 
nomic problems: the enormous budget 
deficit. 

The 1986 budget plans to hold the 
deficit constant at the 1985 level of 110 
trillion lire ($75 billion), but this is still 
equivalent to a whopping 15% of GDP, 
compared with America’s relatively ~ 
modest 34%. The government has done 
little to control public expenditure— 
equivalent to almost 60% of GDP com- | 
pared with an average of 45% for the 
whole of the O&CD—and although it has © 
tightened up on tax evasion, the tax 
system remains very leaky. In 1981, an 
estimated 30% of VAT escaped the net. 
-Trimming public expenditure is diffi- 
cult in any country, but in Italy the task is 
harder still because of the patronage 
network of the political parties. Fragile — 
coalition governments have been forced 
to buy political survival through numer- 
ous hand-outs. o 

However, the cost of failing to cut | 
public expenditure and borrowing could 
be high. Italy’s public-sector debt is 
already as big as total GDP and the OECD 


deficit remains constant as a share of ` 
GDP, then public debt will double to 
200% of GDP by the year 2010. 

A spiralling public-debt ratio presents 
two dangers. First, it puts upward pres- 
sure on inflationary expectations and 
interest rates, and therefore risks crowd- 
ing-out private-sector investment. Real .. 
bank lending rates are currently more 
than 7% in Italy. 

Second, a soaring debt ratio—and 
hence a growing interest bill—will limit 
the government’s room for budgetary 
manoeuvre. Interest payments are ab : 
ready equivalent to two-thirds of the 
budget deficit and they are rising faster. 
than nominal GDP. Therefore, simply to . 
hold the budget deficit constant as a — 
proportion of GDP, the government will 
be forced to make cuts elsewhere. The 
Italian economy has fallen into the “debt » 
trap”; the longer it delays the inevitable 
budget cuts, the deeper it will sink. 


‘budget deficit 
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with other German giants. On July 21st, 
BASF, one of the cofintry’s big three 
chemicals companies which sells Japanese 
and American-made computers, an- 
nounced it was holding talks with Sie- 
mens. BASF may want to put its computer 
business into a separate operating compa- 
ny in which Siemens could take a stake. 


Japanese shipbuilding 
Heavy cutting 


TOKYO 


The Japanese government is ready to pay 
the country’s shipbuilders to give up the 
unequal struggle of matching too many 
yards with too few orders. It is putting the 
final touches to a range of subsidies worth 
Y30 billion ($190m) to further its plans to 
get the industry into better shape in the 
face of 40% world excess capacity. Some 
of the subsidies will be used to buy up and 
close idle yards; the rest for low-interest 
loans to aid diversification. 

Japan’s small and medium-sized ship- 















Ireland, the country “which never had 
an industrial revolution” (according to a 
recent advertisement) has ambitions to 
be a discount provider of post-industrial, 
high-tech services, from data processing 
to software design. So do many other 
countries with an unemployment prob- 
lem. But Ireland, with worse unemploy- 
ment (at 18%) than most, has distinct 
advantages. 

Foremost, its tax-breaks. The Europe- 
an Commission allows Ireland great free- 
dom to court foreign investors precisely 
becauses its GNP per head is low and its 
unemployment rate is high. Investors in 
Irish manufacturing industry pay only 
10% corporation tax, and can also take 
advantage of government-backed soft 
loans for capital investment and of grants 
for up to 50% of the cost of education 
and training. Some semantic gymnastics 
recently got the term “manufacturing” 
to encompass software, too. 

After decades of emigration, half the 
country’s workers are under the age of 
25, and it is producing graduates with 
computer degrees at the rate of well over 
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There was a young hacker from... 








builders are relieved, even though many 
still face going out of business. The 
scheme proposes to cut capacity at each 
of the industry's 44 firms by 20%. This is 
more severe surgery than it sounds. As 31 
of these firms have only one dock, 20% 





1,000 a year. Some of the emigrés are 
starting to return from formative years of 
exile in America: two-thirds of the 15- 
20% of graduates who leave to seek their 
fortunes elsewhere now come home 
within ten years. 

Another attraction is Ireland’s tele- 
phone system. The country is further 
along the road to converting its tele- 
phone network to new digital technology 
than any other in Europe. Since 1979, 
80% of its switches have been converted, 
at a cost of more than $1 billion. The 
rates it offers for transmitting data across 
the Atlantic are the cheapest going, 
which makes it realistic for Irish firms to 
do telecommuting contract work for 
Americans. 

The Irish Industrial Development 
Authority’s peppy promotion is starting 
to get results. Wang, the office auto- 
mator, has chosen Limerick as the site of 
its first software development centre 
outside America. IBM has two such cen- 
tres in Europe already; one is in Limer- 
ick. ICL, a British computer firm, has 
decided to set up a similar operation just 
outside Dublin. Britain’s GEC is using 
Ireland as the base for software develop- 
ment for the running of big data banks in 
America and Holland. And there are 
more humble ventures, too—such as the 
data processing plant that another 
American firm, Neodata, has set up, also 
in Limerick. It employs 500. Limerick— 
handy for Shannon international airport, 
home of the world’s first duty-free 
shop—processes millions of bytes of data 
while America sleeps. 
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means, in effect, 100%. 

Before it came up with this scheme, the 
government had envisaged consolidating 
the industry into ten groups in an attempt 
to retain Japan’s position as the world’s 
leading shipbuilder. Since then, Sanko 
Steamship, the country’s leading tanker 
operator, has gone under, most of the 
leading shipbuilders have announced 
losses for 1985, and even such a giant as 
Kurushima Dockyard has had to go cap in 
hand to its bankers. 

The transport ministry now talks of just 
five groups surviving. However, Mr Ma- 
sao Kanamori, chairman of Mitsubishi 
Heavy Industries and a former chairman 
of the Shipbuilders’ Association, thinks 
that three groups may be as many as the 
industry can accommodate. Mitsubishi 
Heavy Industries, Ishikawajima-Harima 
Heavy Industries and Kawasaki Heavy 
Industries look the safest bets. 

Consolidation has already started. In a 
rare example of collaboration between 
two Japanese firms lacking cross-share- 
holdings, Mitsui Engineering & Ship- 
building and Nippon Kokan are discuss- 
ing jointly cutting back capacity. 
Kawasaki Heavy Industries, Hitachi Zo- 
sen and Sumitomo Heavy Industries are 
talking of mergers. Sumitomo Heavy In- 
dustries looks set to take over Sanoyasu 
at the request of Sanoyasu’s banker, 
Sumitomo Bank. Imabari Shipbuilding 
may bail out troubled Koyo Dockyard. 
Tsuneishi Shipbuilding is proposing a 
merger of all the shipbuilders around the 
Inland Sea on Japan’s south-west coast. 

Even the present plans may not be 
enough. Were the industry to get rid of 
the 20% the government wants from its 
current capacity of some 6m gross tonnes, 
it would still be left with more than 30% 
excess capacity over the next few year” 
Worse, since the government made thi 
estimate the yen has appreciated by about 
50% against the South Korean won. With 
labour accounting for about a third of the 
cost of building a ship, that only further 
increases the competitive advantage of 
the South Koreans, who have more than 
tripled their world market share to nearly 
15% in barely five years. 


Bethlehem Steel 


The shadow of LTV 


America’s biggest Chapter-11 bankrupt- 
cy, that of LTV, the nation’s second larg- 
est steelmaker, has left hardened steel- 
men wondering who will be next. Not us, 
says Bethlehem Steel, the third largest 
steelmaker which is, expected to report 
another batch of operating losses on July 
30th, after net losses of $92m in the first 
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quarter of this year and $196m in all of 
1985. 

Mr Walter Williams, the chairman of 
Bethlehem since June, has been making 
calming noises to workers at the compa- 
ny’s few remaining plants. Bethlehem 
says carefully that it “has no plans” to 
follow LTV, which filed for Chapter-11 
protection to give the company time to 
restructure its operations and finances. 

Even though Mr Williams sees no 
growth in steel for the foreseeable future, 
he has told workers that if Bethlehem can 
survive as a streamlined steel company, it 
might then make a “big bang’—a $1 
` “jon-2 billion acquisition—to help the 

npany grow. Mr Williams is selling off 
assets to raise $300m to help plug an 
operating cash-flow deficit which has 
been forecast to reach as much as $200m 
this year. In April, he sold J. M. Tull, a 
profitable Georgia metals distributor, for 
$96m and, in June, Kusan, a plastics and 
building products subsidiary, for $163m. 
Bethlehem’s reinforcing-bar division has 
been sold. Its steel-tank manufacturing 
company and other bits such as its lime- 
stone quarry are on the block. 

Debt is a big and constant worry for the 
company. By the end of March, when it 
reported an operating loss of $49m on 
declining sales of $1.16 billion total long- 
term debt had risen to $1.7 billion, equiv- 
alent to 65% of total capital. At the end 
of 1985 the comparable figure had been 
62%. Interest and debt charges alone 
have averaged $90m a year since 1981. 
Bethlehem borrowed $360m in the first 
quarter of this year—at the end of which 
its tangible net worth only exceeded by 
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$84m the amounts demanded in restric- 
tive covenants under a revolving credit 
agreement. 

Unlike usx (the old us Steel), Ameri- 
ca’s biggest steel company, and LTV, 
Bethlehem diversified only a little into 
companies outside steel and, except for 
its ailing oilfield equipment business and 
one billion tons of coal in eastern Ken- 
tucky mines, they have now mostly been 
sold. So it only has steel to rely on for 


China’s economy 


survival. Mr Williams has little option but 
to stick to his preflecessor’s strategy of 
getting Bethlehem down to the right size 
by cutting manpower and operations to 
compete on costs and improve quality. 
But, until demand rises, he faces the 
industry’s 30-35% surplus capacity and 
depressed prices. LTV’s fall will not help. 
LTV is likely to shave its costs by as much 
as $75 a ton and cut prices further to hold 
on to its market share. 


Reforming reforms is not revisionism 


China’s decision to invent a so-called 
“socialist commodity economy” was 
easy. Putting it into effect is proving 
difficult. The idea of using market forces 
to supplement central administrative con- 
trols was made attractive by the obvious 
success of the farming reforms begun in 
1980. But the mix of centrally-controlled 
and relatively self-regulating economies 
envisaged by the programme is raising 
problems. The country’s economists are 
arguing about what to do next. 

First, there is a general debate over 
how large a part market forces should 
play, and how fast they should be intro- 
duced. The July 21st edition of Beijing 
Review reprinted a 1979 speech of Mr 
Chen Yun, a party elder and conservative 
reformist. In it, he said that central plan- 
ning should predominate, with market 
forces as a “useful supplement, not harm- 
ful on the whole”. Mr Chen wants to keep 
a firm grip on administrative levers over 
the economy. Younger leaders like Mr 
Hu Qili, tipped to succeed Mr Hu Yao- 
bang as party chairman, have already 
dropped the euphemism “socialist com- 


rue 


Socialist commodities for sale 


PEKING 


modity economy” and talk freely of a 
“market-oriented economy” without coy 
qualifications. 

Then at a more practical level, there 
are serious problems caused by the piece- 
meal introduction of different reform 
measures. A medicine factory has to buy 
raw materials at fluctuating prices but can 
still sell only at state-fixed prices. Coal 
distribution is divided between state sup- 
plies of superior coal at fixed prices and 
less desirable coal at fluctuating prices. 
China has just announced its first official 
bankrupt company as a showcase for a 
proposed bankruptcy law—the dubious 
honour goes to a munitions factory in 
Shenyang—while hundreds of other en- 
terprises hit hard by the state’s tight 
currency control flounder. Foreign-ex- 
change shortages caused by the reform- 
ists’ retrenchment have resulted in about 
150 projects worth $650m in the country’s 
four special economic zones being either 
delayed or cancelled. 

Economic figures for the first half of 
this year do not fully reflect these prob- 
lems. Growth in industrial output was just 
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under 5%, compared with the unaccepta- 
bly high 23% seen in the first half of 1985. 
The figures fell below the 1986-90 seventh 
five-year plan’s projection of annual in- 
~ dustrial growth of 7.5%, but were a 
welcome sign of the government’s success 
at slowing down an overheated economy. 
Fears that rural industry was growing 
too fast at the expense of grain produc- 
tion should be allayed by the summer 
harvest. It is in line with predictions that 
this year’s final grain output will approach 
» 1984’s bumper harvest of 407m tonnes. 
Mr Hu Qili knows that both the old and 
new economic structures will have to 
coexist for some time. Removing central 
planning from some sectors, he says, has 
-Jeft “vacuums and loopholes” in the econ- 
< omy’s management. Economists meeting 
recently in Peking went further, saying 
the reform environment “was deteriorat- 
ing”. They suggested increasing the mon- 
ey supply, relieving the taxation system 
“that saps the incentive from bonuses to 
‘urban workers, and restoring manage- 
ment powers being snatched back by 
“party officials. They also suggested quick- 
ly introducing a system of promissory 
“notes to correct a chain of debt in the 
-country’s enterprises caused by the 
-tetrenchment. 
Mr Tian Jiyun, the vice-premier, whose 
-political fortunes hinge on the success of 
“the reform programme, is heading a spe- 
‘cial task force to identify the “loop- 
“oles’—including bankruptcy proce- 
dures, employment problems and the 
~ reform of the price structure—with a view 
to significant changes in 1987. Mr Tian is 





China’s decision to devalue its currency 
by 15.8% against a basket of major 
currencies is a good indication that Pek- 
ing is slowly confronting reality and 
attempting to rationalise China’s finan- 
cial structure. Foolishly, Chinese leaders 

‘ have long viewed the exchange rate of 
the overvalued renminbi as a matter of 
national face as well as of economic 
value. The. devaluation announced on 
July Sth indicates a significant change of 
attitude. 

Despite frequent denials, the Chinese 
may be taking a tentative step towards 
the long-term abolition of exchange con- 
trols. In the short term, the. devaluation 
is a move towards the promised elimina- 
tion of the unsuccessful six-year-old sys- 
tem. of foreign-exchange certificates. 
These: began as a-sort of funny money 
used for. all foreigners’. hard-currency 
transactions inside the country, but have 


for illegal use by locals. 
As recently as April, China’s central 





ended up as a hard-currency alternative 


considered a progressive by his party and 


likely to entertain a variety of solutions. 
What is clearly out of the question is a 


turnaround. Mr Hu Qili has indicated 


that the transition out of a centrally- 
planned economy could last as long as ten 
years. But, he says, falling back on issuing 
coupons. and keeping everything under 
rigid control “is not the way out”. 


Alfa 
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Romeo, where Ford 
art thou? 


How does Ford shake off its image in 
Europe as a maker of salesmen’s motor 
cars? By sticking a fancy Alfa Romeo 
badge on the front of its mass-produced 
vehicles. Detroit’s number two motor 
manufacturer is hoping to: clinch a deal 
with Italy’s perennially ailing Alfa Ro- 
meo (losses up 150% last year to $160m). 
With Alfa Romeo’s contribution, Ford 
would overtake Volkswagen-Audi to be- 





-and a better pedigree than upstarts like 


BMW, Audi or Saab. The deal would also 
give Ford access to Alfa’s distributor 
network in Italy—-at the moment, Ford 
has only 4.2% of the Italian car market— 
and it would provide Ford with additional 
cheap capacity at state-owned Alfa’s 
modern assembly plant near Milan. That, 
plus the fancy name, could help it attack 
the luxury market throughout Europe. 
Back home in the United States, Ford 
has its up-market Lincoln/Mercury divi- 
sion to sell posher versions of its basic 
cars at inflated prices. In Europe, it has to 
stand by and watch competitors like 
Volkswagen make juicy profits out of 
dressing up standard components and 
selling them as luxury Audi cars. Fiat 
does the same with its sporty Lancias, 


come number one in Europe. To Ford Saas 


bosses—used to being always number two 
to General Motors back home—that must 
be a delicious prospect. 

An initial stake of 30%, rising possibly 
to over 50% in the next three years, is 
being talked about. So far, the only 
money to be mentioned is a joint invest- 
ment programme of $1.3 billion that will 
be needed to get Alfa back on the road. 
For its part, Ford would get use of a name 
that has a strong “grand touring” image 


bankers denied plans for any further 
devaluations following the adjustment of 
the renminbi last October to three to the 
dollar. But foreign-exchange reserves, 
last reported at $10.3 billion in March, 


China’s: 


exchange rate 
The renminbi 
against the dollar, 
inverted scale 


foreign- 
exchange 
reserves 
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Peugeot-Talbot has its eccentric Citréens, 
even Rover has its Rovers. And then 
there is Daimler-Benz, which has man- 
aged to convince everybody that all Mer- 
cedes cars are luxury models worth pay- 
ing extra for. Some 2.4m executive cars 
are likely to be sold this year in Europe— 
adding up to a $50 billion market. 


More steps on the long march into foreign markets 
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are still declining. Foreign bankers in 
Peking estimate that, measured realisti- 
cally, they may be down to $5 billion. 

Despite efforts to reduce imports and 
increase exports, China has just reported 
a trade deficit for the first six months of 
this year of $6.4 billion indicating that 
the deficit for the year will approach last 
year’s total of $14.9 billion. Arresting 
the deficit, particularly the $5 billion gap 
in China’s trade with Japan that was 
recorded last year, has become a major 
political issue. 

The devaluation of the renminbi may 
help promote tourism.and service indus- 
tries, attract new investment from over- 
seas and push sales in foreign markets. 
But it is. unlikely to improve oil revenues 
squeezed by falling prices or textile ex- 
ports limited by protectionism. Those 
two sectors alone account for about half 
of China’s total exports. No devaluation 
can compensate for China’s main trade 
problem: the consistently low quality of 
its exports. 











and solid 


| Results for the year ended 31st March 1986 


Profit before taxation £30.1 m up 50% 
Profit after taxation £21.6m up 79% 





Earnings per share 14.7p up71% 
| Dividend | resumed at 2.5p 
The Strategy 


oO Concentrate on advanced materials and o Building on primary areas of expertise 


precious metals technology 
o Nurture embryonic businesses 


o Nosub-standard returns from mature o Satisfactory start to the year — 
businesses performance generally in line with 
‘ expectations 
The Achievements | ig 
la Profits up 


a Debt substantially reduced 
o Returns on investment improved 
g 


Company reorganised into four new 
worldwide divisions: 

Catalytic Systems 

Materials Technology 

Precious Metals 

Colours and Printing 


0 Efficiency increased through rationalisation 
o Queen's Award for Export plus four top 
awards for quality won by group companies 
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Johnson Matthey 


Growing financial strength 
highlights a year of strong recovery 











achievement 








Money and metal borrowings £175m down 48 
Interest payable £15.9m down 44 
Return on capital employed 14% up 27 
Return on equity 10% up 67 








The Current Year 


o More rationalisation; major tasks to be 
largely completed during current year 
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The dollar against the yen 


= The dollar against the D-mark 
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Currencies fiddle while policy 
co-ordination burns 


It was expected that when Mr Paul 
Volcker, chairman of America’s Federal 
Reserve Board, testified before the Sen- 
ate banking committee on July 23rd, the 
hearing room would be packed—and that 
he would, as ever, chomp on his cigar. It 
was not expected that he would read the 
whole of his 34-page testimony. One 
senator took that as an indication that Mr 
Volcker’s performance was as impor- 
tant—to financial markets as well as to 
politicians—as any of his 14 previous 
anpearances before the committee as 
airman of the Fed. 

» Markets are beginning to run scared. 
The American economy is sluggish, and is 
dragging the dollar down, The day before 
Mr Volcker’s testimony, the commerce 
department estimated that growth in 
America’s GNP for the second quarter of 
the year had been only 1.1% at an annual 
rate. The administration’s hopes for 4% 
annual growth in 1986 have been left way 
behind. Estimates of second-half growth 
are being scaled down daily; it is common 
to hear that the annual rate then may be 
less than 2%. The Fed’s own forecast for 
growth in the whole year is now only 2.5- 
3%. 

The answer to the country’s economic 
problems, said Mr Volcker, could not 
come from American monetary policy 
alone. The Fed’s efforts need to be com- 
plemented by not only American but also 
foreign fiscal policies. Mr Volcker la- 
mented that “‘while*the need for comple- 
mentary actions seems to be more widely 


Tecognised, progress in co-ordinating ac- 


WASHINGTON, DC AND TOKYO 


tion has been limited.” 

It is in that context that the Fed’s 
interest-rate policy has to be seen. Of the 
three cuts in its discount rate this year, 
the first two were co-ordinated with its 
trading partners. Despite America’s 
hopes, West Germany and Japan have 
not yet responded to its latest cut, which 
reduced America’s discount rate to 6%. 
Mr Volcker did not rule out the possibili- 
ty of going it alone once more, but he 
reminded the committee that the general 
structure of American interest rates is 
now as low as at any time since 1977. 
Further unco-ordinated cuts in American 
interest rates could send the dollar 
tumbling. 





Voicker burns for togetherness 
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Mr Volcker argued that a further cut in 





interest rates would not necessarily bene- 
fit those parts of the domestic economy — 


most in need of help. Domestic demand 
remains relatively buoyant at an annual 
growth rate of about 33%. A fresh stimu- 
lus to demand might do no more than- 
suck in yet more imports—further widen- 
ing America’s $160 billion-a-year trade 
deficit. 

One motive for trimming interest rates 
could be to put pressure on America’s 


trading partners to stimulate their own — 


economies. The threat is that, unless they 


respond with interest-rate cuts or fiscal 
reflation, America will let the dollar fall 
further. This would make life even more 


uncomfortable for Japanese and West 


German exporters. The yen and the D- 
mark have already risen by more than 
60% against the dollar since February 


1985. It seems that Mr Volcker would risk _ 


such action only as a last resort; he 
remains worried about the inflationary 
effects of a dollar collapse. 


After running the dollar down to a 


postwar low of Y154.85 on July 2ist, 
foreign-exchange dealers paused to wait 
for an indication from Mr Volcker about i 
whether the dollar would get weaker yet. 
Modest support from the Bank of Japan 
did its bit to prevent the yen drifting 
lower; as did what may prove to be an 
over-optimistic belief that the appoint- 
ment of the fiscally expansionary Mr 


Kiichi Miyazawa as finance minister in Mr — 


Yasuhiro Nakasone’s new cabinet pre- 
Sages an easing of Japan’s budgetary 
austerity. 

The steep rise in the yen since Septem- 
ber 1985 was largely responsible for the 
0.5% quarter-on-quarter contraction in 
Japan’s real GNP in the first three months 
of this year. Earlier this month, Japan's 
Ministry of International Trade and In- 


dustry (MITI) forecast growth of only, 
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5% for the full year against original 
government forecasts of 4%. More re- 
cently, MITI has said that if the yen settles 
at 150 to the dollar, growth in 1986 might 
be barely 1.5%. 

-The new Japanese finance minister will 
be more sympathetic. towards reflation, 
but his scope is limited. A supplementary 
budget worth Y3 trillion ($19 billion) in 
extra public borrowing has been prom- 
ised for later this year, but it is opposed 
yy most officials in the finance ministry. 
r Miyazawa’s appointment is, first, a 
symbolic gesture to American opinion; 
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So far the gloomy view is more common 
in lunchtime chat in Wall Street and 

Kabutocho than in brokers’ recommen- 

dations. But it is becoming increasingly 

fashionable. Gloomsters point out paral- 
~ Jels with the 1920s, and feel there is a risk 
that today’s disinflation (slowing infla- 
tion: good) will turn into tomorrow’s 
deflation (contracting economies: bad). 
© Even the deepest pessimists do not 
` usually predict another 1929 crash: gov- 
ernments are unlikely ever again to tight- 
en monetary policy once consumer and 
investment demand have themselves 
started to nosedive. Safety nets are in 
place that did not exist 60 years ago. 

What these cautious souls do argue is 
that today’s deflationary trends may 
make the world economy take much 
longer to re-adjust-—-years rather than 
months—than is conventionally expect- 
ed. The case was put this week in a 
report by Chase Manhattan Securities 
called “Spotlight on Deflation”. 

It argues that the run up to 1929 saw 
four years of falling commodity prices, 





< rising stockmarkets, concern about in- _ 
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only second an effort to pit the one 
Japanese politician with _reflationary 
ideas against the conservative but power- 
ful bureaucrats. e 

If Japan’s fiscal policy remains un- 
changed, outsiders say that its monetary 
policy must shift. The Bank of Japan 
disagrees. It is loth to cut its discount 
rate—already at a historic low of 3.5%— 
for the fourth time this year. Bank offi- 
cials deny that an interest-rate cut would 
achieve what Japanese exporters want-— 
namely, a fall in the yen back towards 
Y170. 
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ternational debt and high real interest 
rates. These same conditions apply to- 
day, alongside a burning question. Why 
is the increase in real incomes from 
lower prices and gains in financial assets 
not boosting economic activity? 

Two sombre answers. First; that defla- 
tion tends to feed on itself as banks cut 
lending to sectors in trouble—eg, Ameri- 
can farmers or third-world borrowers. 
Second, that wealth and debt are’ un- 
equally. distributed. Because financial 
institutions shun some. lending, credit 
becomes concentrated in vogue sec- 
tors—which, today, means in financial 
assets and lending to the personal sector. 
In the short term, this increases the value 
of such assets. In the long term, it could 
lead to speculative excesses and a crash. 

If correct, what does this mean for. 
financial markets? First, although off- 


shore exotica should be. avoided, it 
would still be sensible to invest in bonds: 


issued by respectable governments. De- 


flation should mean falling real interest 


rates. As the chart shows, this trend has 








much further to go, despite the past- 
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Some at the Bank of Japan say that 
there is already too much credit. Growth 
in the broad money supply is running at 
8% a year, above its target. Bank officials 
say they can see inflationary signs in rising 
share prices, land values and, a favourite 
Japanese indicator, golf-club membership 
fees. They are not alone in worrying that | 
companies are borrowing for property 
and financial speculation rather than pro- 
ductive investment. 

Mr Karl Otto Pöhl, head of the West 
German Bundesbank,. has reservations 
too. Monetary growth is way above target 


Worries during the two-Perrier lunch 


-` Stockmarkets in New York and Tokyo are restless because of the slowness 
of their economies’ response to falling oll prices and interest rates. 
Optimists expect a sharp rebound later this year, which is why both 
markets remain near all-time highs. But a gloomier view is gaining ground. 
Here are its implications for investors 


year’s sharp decline in nominal rates. 

Many in the American bond market 
do not accept this. Even if the Federal 
Reserve does cut America’s discount 
rate again, they say that American bonds 
carry a risk which bonds issued by the big 
capital-exporting countries, chiefly Ja- 
pan and West Germany, do not. As long 
as America has to adjust to its new 
dependence on foreign money, the dol- 
lar is likely to remain under pressure. 
The fear is that a collapse in the dollar 
could force a reluctant Fed to raise 
interest rates, wrecking the bond 
market. 

Japanese and West German govern- 
ment bonds should still be worth buying, 
but in deflationary times all equities and 
corporate debt require a more selective 
approach. In the short term, today’s 
lower inflation has improved the quality 
of company earnings. But in the longer 
term, companies need greater demand to 
sell their goods. 

Today’s most extreme example of a 
stockmarket anticipating a boom in de- 
mand is Tokyo. There, price/earnings 
ratios of over 40 are commonplace. Inves- 
tors’ favourite shares are those domestic 
stocks which, they assume, will benefit 
‘most as attempts to reflate boost Japanese 
consumers’ spending. Unfortunately, a 
lot of Japanese consumers do not seem set 
on increasing their spending because 
many are worried sick about recession. 

There is even an argument that, as the 
interest rate offered to the Japanese 
depositor becomes ever more derisory, 
he may save more of his salary. to pre- 
serve the same interest income. This 
would be the reaction. to expect in an 
economy where deflation has taken 
hold. 

In such conditions, cash becomes king. 
Illiquid investments—eg, property, gold 
or old masters—become progressively 
less interesting. It may be no coincidence 
that property values are generally flat 
except in those financial centres—Lon- 
don, New York and Tokyo—which are 
prospering from the boom in. financial 
assets and in the salaries of the people 
who trade these pieces of paper. -. 













and, unlike most other industrial econo- 
mies, the Germans cannot easily blame 
this on the financial revolution: financial 
markets in West Germany are fairly free. 
But West Germany’s main case against 
monetary or fiscal reflation is that it 
believes that its real domestic demand is 
set to expand by at least 4% this year. 
Few facts support this: real GNP fell by 1% 
in the first quarter of this year. 

Few in the foreign-exchange markets 
expect the dollar to do anything but get 
weaker in coming weeks, whether Mr 
Volcker cuts interest rates or not. When 
the free world’s five most important fi- 
nance ministers next gather under the 
auspices of the IMF meeting in September, 
some think that a dollar might buy less 
than 140 yen. 





he Baker plan 
comes alive 
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Mexico is just one step away from a novel 
rescue package that is likely to affect the 
financial future of other third-world debt- 
ors too. A deal is being put together 
mustering help from the usual sources— 
the International Monetary Fund (IMF), 
the World Bank and commercial banks— 
but designed, unusually, to accommodate 
high economic growth and low oil prices. 
The plan unveiled in September 1985 by 
America’s treasury secretary, Mr James 
Baker, to help well-behaved third-world 
debtors resume economic growth looks 
successful in its first test: the IMF and the 
World Bank are ready to pay up. But will 
` world’s commercial banks agree to 
with another $6 billion between now 

ind the end of 1987? 
The IMF has agreed in principle to 
wrovide a standby credit of $1.66 billion 
or 18 months. The novelty is that it will 


Vill Mexico’s cash stay put? 
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Mr Victor Posner might be glad of the 
rest should a Florida court put him away 
for tax evasion. The 67-year-old Miami 
financier’s $4 billion empire—a complex 
network of industrial companies he con- 
trols through his holding company, Secu- 
rity Management—is deep in debt and 
beset by creditors. In the past 16 months, 
he has sold more than $400m worth of 
stock in companies such as National 
Can, Johnson Controls and Peabody 
International—but his empire still has 
some $2 billion of debt on its books. 

Last week, a jury found Mr Posner 
guilty of vastly exaggerating the value 
of—and thus tax relief on—a gift of land 
to Miami Christian College, a charitable 
institution. He faces a possible prison 
sentence as well as a fine of $75,000. He 
bought the land in 1967 for $2,500 an 
acre; in 1975, when he gave it away, he 
claimed it was worth $125,000 an acre. In 
fact, the land was worth only $40,000 an 
acre so Mr Posner allegedly fiddled the 
American taxman out of $1.2m. 

While he prepares his appeal, Mr 
Posner has much to keep him busy. One 
of the supposed jewels in his crown— 
Evans Product, a building supply compa- 
ny—has filed for protection from its 
creditors under Chapter 11 of America’s 


provide more money if the price of Mexi- 
co’s oil falls below $9 a barrel, less if it 
rises above $14. Mr Gustavo Petricioli, 
the new finance minister, reckons Mexi- 
co’s GDP has fallen by $7 billion-8 billion 
because of falling oil prices this year. 

The World Bank plans to lend Mexico 
a record $2 billion this year. A $500m 
loan signed this week was the quid pro 
quo for Mexico’s agreement to reduce its 
tariff barriers. Other loans will help to 
make its farms more efficient and to 
modernise export-oriented industries. If 
Mexico’s growth falls below 3.5% in 
1987, the Bank may add $500m for do- 
mestic investment. 

The American Treasury says that if the 
Mexicans ask to reschedule their govern- 
ment-to-government debts, it will give 
them trade credits and urge other govern- 
ments to do the same. It will also seek to 
put together a short-term credit from 
governments and banks to bolster Mexi- 
co’s reserves while the package is being 
completed. In New York, commercial 
bankers are predictably cautious. “Re- 
forms in Mexico are the key,” one says. 
“We want to make sure our money won’t 
come out of Mexico immediately after it’s 
gone in. Six billion dollars is more than 
we expected, but not shockingly.” 

Mexico has offered an array of reforms. 
It promises to cut the fiscal deficit by the 


Posner’s protection 
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bankruptcy law. Another, Sharon Steel, 
has defaulted on bond interest pay- 
ments; its most recent filing with the 
Securities and Exchange Commission re- 
vealed a negative net worth of $197m. 
Since May 1985, Drexel Burnham Lam- 
bert, an investment bank, has tried to 
convince holders of the $390m in default- 
ed bonds issued by Sharon to exchange 
them for new securities and cash—so far 
without success. 

Mr Posner has been forced to take out 
some nasty loans. He borrowed $29.7m 
from Drexel at 17.6% interest. The Bass 
brothers of Fort Worth, Texas, also lent 
Mr Posner $18.3m at 22.4% interest. To 
service the debt of DWG, a subsidiary 
holding company, Mr Posner borrowed 
from his acquaintance Mr Carl Linder. 
Mr Linder now owns 23% of DwG and 
Mr Posner is paying back loans to him at 
30%. 





















So far, Mr Posner has not suffered 
personally: in the year to April 30 1985, 
he paid himself $8.1m in salary, stock 
and bonuses. But his personal fortune, 
estimated to be around $100m invested 
in the companies he controls, may be in 
danger. The debt issued by Posner-con- 
trolled companies could be the first junk 
bonds really to earn their name. 













end of 1987, probably leaving it at about 
10% of Gbp—still huge by IMF standards. 
This is to be done through higher utility 
charges and more assiduous tax collec- 
tion. Subsidies to state-owned corpora- 
tions, which have been reduced by 40% in 
the past three years, will be cut further. 
The number of state enterprises has al- 
ready been reduced from about 1,100 to 
700, and more will be privatised. Foreign 
investment will be vigorously encour- 
aged. Big commercial banks point out 
that Mexico has not been good at deliver- 
ing on its promises in the past; but, 
prodded by Mr Baker, the banks are 
nonetheless at the negotiating table. 


Trustee Savings Bank 


Splitting infinity 


The share flotation of Britain’s Trustee 
Savings Bank (TsB) Group is finally going 
to happen. An issue (at a fixed price) of 
new shares is planned for mid-Septem- 
ber. This follows the transfer on July 21st 
of the savings bank’s assets into a conven- 
tional company. Hitherto, they had been 
part of a unique legal entity, neither a 
joint-stock company nor mutually- . 
owned. A decision by the House of Lords * 
on July 3rd—that the TsB’s depositors 
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What price a reconstructed bank? 


have no rights to its net assets—cleared 
the way for Britain’s biggest flotation 
outside the government's privatisation 
programme. 

The issue is expected to raise £1 billion- 
1.5 billion ($1.5 billion-2.25 billion) of 
new capital and to attract at least 1m 
buyers. Half of the securities will be 
reserved for sale to about 5m depositors 
who opened accounts at the bank before 
December 17 1984 and 26,000 employees, 
with a low minimum purchase (around 
British Telecom’s £260), payable in two 
instalments, to encourage modest punt- 
ers. The launch is likely to create Britain’s 
second longest list of shareholders (after 
BT), sixth biggest domestic banking group 
(after Royal Bank of Scotland)—and a 
unique pricing problem for the issuer. 

Fixed-price new issues are hard to get 
right. The TSB will publish a “pathfinder” 
prospectus in late August with no share 
price and will set a figure after it has 
gauged market reaction. The problem is 
that nobody owns TSB now. None of the 
new money will be needed to buy the 
business; it will all stay in the bank. So the 
issue will add to the bank’s net worth at 
the same time as it tries to value it. 

In deciding the price and size of the 
issue, TSB has to balance two opposing 
pressures. The less capital the group 
raises, the more “something for nothing” 


How investors rate British banks 





% 
Bank of Scotland 7.5 5.3 90 
Barclays 6.2 5.6 90 
Lloyds 5.0 6.1 82 
Midland 6.2 68 64 
5.9 5.5 83 
Royal Bank of Scotland 78 49 95 
tss—likely offer 5.8 7.0 55 
—ikely trading price 7.0 5.8 66 
Sra eae aes a see Lag T oa 
Prices: July 23rd. s 
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its purchasers acquire. The group already 
has big reserves (£809m at November 20 
1985): if, say, it tried to raise only £800m, 
buyers would then have capital and re- 
serves of £2 for every pound invested. 
But the upward constraint is that the 
bank is unlikely to be able to use a lot of 
new money profitably. It already has 
plenty of capital, with free equity equal to 
4.9% of assets (compared with 4.2% for 
the nearest British clearer, Lloyds) and 
set to hit 14% if the issue fetches £1 
billion. Brokers at Phillips & Drew reck- 
on TSB’s assets (eg, loans) would have to 
grow by 45% a year for five years to 






























In the run-up to London’s deregulatory 
Big Bang, Britain’s clearing banks are 
trying to work out how to get the man-at- 
the-counter to buy and sell shares in 
their branches. Barclays is the first to 
launch a coherent bid for the average 
depositor’s investment business. 

It is setting up a retail-broking subsid- 
iary, Barclayshare, to join the London 
Stock Exchange and to offer customers 
two services. The first is investment in 
tax-relieved Personal Equity Plans and 
will be available as soon as the plans 
officially begin in January 1987. The 
second, direct investment in stocks and 
shares, will be launched in 150 branches 
on a pilot basis in the summer of 1987. 
Barclays officials plan to price “competi- 
tively” —though they pale at the mention 
of no-frills discount brokerage—and 
reckon costs will be recovered when 
100,000 customers make four transac- 
tions a year. 

Banks process share deals for custom- 
ers already, handing them on to brokers 
in exchange for half the commission and 
collecting an extra £5 per deal from the 
investor. Around 600,000 transactions 
were handled through the 10,500 
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Pushing shares in the High Street 
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match the other clearers’ capital ratios. 

Some of the money is surely earmarked 
for acquisitions. Even so, the group will 
have trouble matching existing returns. 
TSB is highly profitable: its 1.01% net 
return on assets last year was second only 
to Yorkshire Bank’s 1.71%, according to 
IBCA, a London firm of banking analysts. 
Investors will not pay as high a price for 
TsB’s new capital, much of it likely to go 
to the money markets, as they would for 
the old, which supports lucrative instal- 
ment lending and mortgages. This will 
restrain TSB’s appetite for new cash. Nor 
will institutional investors be keen on a 
huge bank issue, after National Westmin- 
ster’s £714m rights issue in May knocked 
bank shares for six. 

Where will TsB slot in among Britain’s 
retail banks? One expert on retail bank 
shares, Mr Patrick Frazer of Alexan“ 
Laing & Cruickshank, a London st« 
broker, forecasts after-tax earnings in the 
year to November 20 1986 of £126m (up 
15% from the previous year, and assum- 
ing £1.125 billion in new capital), a high 
yield to tempt investors, and inevitably a 
deep discount to net assets (see table). 
Where the share price will stay depends 
on how well TsB—started in 1810 to 
manage the savings of the poor and a fast 
mover since it was given new freedoms in 
the mid-1970s—manages to keep snatch- 
ing high-margin business from the clear- 
ing banks while staving off inroads from 
the deregulating building societies. 





branches of London-based clearing 
banks in 1985. But now Barclays will 
actively court investors, offer investment 
advice (in ways that do not make the 
City’s new securities regulators cross) 
and link securities accounts to bank 
accounts. Though customers will still be 
able to name a particular stockbroker to 
handle the transaction, Barclays will try 
to put as many of the orders through its 
own market-maker, Barclays de Zoete 
Wedd, as it can while still getting its 
customers the best price. 

The Barclays share-dealing scheme 
will not get going for a year. Other 
banks, slower to announce their plans, 
may be faster to implement them. Na- 
tional Westminster is likely to reveal a 
similar approach within the next three 
months. NatWest has already begun di- 
verting orders from regional brokers to 
its own County Securities. Lloyds Bank, 
which does not plan to make markets in 
British equities for a while, expects to 
offer depositors a “low-tech” share-deal- 
ing service. Midland has taken a differ- 
ent tack by letting space in a Birming- 
ham branch early in, June to Smith Keen 
Cutler, a regional broker. 
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London’s commodity exchanges 





Defending the heavyweight title 


London’s commodity exchanges are out of sorts. Markets for “softs”— 
sugar, coffee and cocoa—are losing business to New York, while the 
London Metal Exchange is still struggling in the aftermath of the tin 
crisis. How long can London go on claiming to be the commodity- 


trading capital of the world? 


London’s title is already under challenge 
from New York and Chicago, which have 
been usurping some of its previous trad- 
ing and taking part of its role as a 
benchmark for commodity contracts. 
Londoners have been talking all year 
about revamping the exchanges, but only 
preliminary moves have been made. The 
London Metal Exchange (LME) has 
asreed to set up a clearing house to 
arantee business, an idea it shunned for 
« century. The London Commodity Ex- 
change (LCE), which runs the softs mar- 
kets, turned itself into a company in 
April, and appointed Mr Saxon Tate as 
chairman. Next year, it will move all 
three softs markets into one building. 

The biggest questions will be debated 
during the next few months. They con- 
cern how far London's exchanges should 
court investors. Around 80-90% of busi- 
ness on London’s commodity exchanges 
is directly related to industry and trade, 
whereas New York leans heavily on in- 
vestors and speculators. Many of the old 
guard in London believe that to cater 
more to investors would alienate com- 
mercial customers. Yet if it fails to lure 
investors, London risks losing further 
volume to its American rivals. 

The LCE has been the more adventur- 
ous of London’s exchanges. It says it 
~Icomes investors, and will introduce 

ided options next year to attract them. 
‘These are contracts for the chance to buy 
or sell a commodity at a specified date 
and price and can make commodity trad- 
ing less risky. Next, the exchange must 
decide whether to allow individual, inde- 


The American challenge 
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pendent traders—known as locals—on to 
the market floor. 

London commodity markets do not 
have locals, while American markets do. 
Mr Tate believes they are essential if his 
market is to get the liquidity it needs and 
is trying to convince his board to allow 
them in. When commodity prices are 
depressed, speculators tend to invest else- 
where, but locals (who typically specialise 
in one market) continue trading, because 
it is their only chance to make money. Mr 
Tate thinks locals helped New York usurp 
London as the world’s leading sugar mar- 
ket in the past decade. 

The LME is slower to change, and its 
problems—mainly the risk of losing more 
of its reputation after the tin débacle—are 
trickier. It is not keen on speculative 
investors, and has done less than its sister 
in softs to bring them to market. It is now 
up against Britain’s Securities and Invest- 
ments Board (SIB), which is keen to 
improve protection of investors, few 
though there are. It has pushed the LME 
into accepting a clearing scheme, but the 
exchange is resisting making its markets 
more transparent. To satisfy the board 
and to draw investment business, the LME 
must look at two reforms: all-day floor 
trading (as in the softs) and electronic 
trading. 

All-day open outcry trading would 
mean that instead of brief bouts of shout- 
ing at each other in the LME’s five-minute 
rings, followed by hours of more clandes- 
tine telephone activity, traders would 
shout at each other all day long. Every 
trade would be visible, pleasing the SIB, 
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investors and the big American broker- 
age houses, who practise this system in 
New York. They want to extend their 
trading hours and product range by using 
London, and could offer the LME far more 
business. The next stage could be to bring 
in locals. 

Electronic trading could offer London 
a chance to out-smart New York, both in 
metals and softs. Mr Mike Brown, the 
LME’s chief executive, agrees with Mr 
Tate that electronic trading will come to 
commodities, but is unsure when. It 
would mean traders could simply put bids 
and offers for commodities on screen, 
accept offers on screen, and so make 
contracts on screen. The system offers 
simplicity and transparency. 

So why not adopt it now? Electronic 
trading, says Mr John Wolff of the broker 
Rudolf Wolff, is not far enough advanced 
to be able to come up with a settlement 
price. LME settlement prices are fixed after 
an assessment of the market at the end of 
the morning rings. They are written into 
contracts all over the world and are central 
to the LME’s function. 

Ifscreenscannot handle everything, why 
not maintain a ring (or floor) as well? That 
would give the market extra transparency, 
without the loss of the advantages of the 
open outcry trading so valued by Ameri- 
cans. Nothing, they say, can ever replace 
floor trading because the physical presence 
of brokers in a pit or ring provides extra 
trading opportunities. Even a rush to the 
telephones by one or two brokers can be of 
great significance to rivals. In markets 
these things matter. Mr Tate recognises all 
this, and says that electronic trading is 
much in his mind. He and the LME’s Mr, 
Brown should seize the initiative before 
their American rivals do. 







































he North-West-German-State-Lottery 
“js the only lottery that offers extreme 
high prizes compared to the limited 
ssue of 500.000 tickets. The lottery runs over 
a period of 6 months, one class per month - 
classes in all. 
Draws are held in public each friday and are 
supervised by government officials. The re- 
ults are published monthly in ar official 
inning-list. 
The number and the amount of prizes are 
-fixed before the commencement of the lotte- 
Thus each ticket-number is in the game 
d has an equal chance of winning. All pri- 
_ zesare quoted in German Marks (DM), one 
_-of the strongest currencies in the world. 


ickets can be ordered from anywhere 
‘around the globe in-a half yearly subscrip- 
n. We offer full (1/1) tickets, which when 
drawn, receive the whole prize, half tickets = 
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The slow but steady march of 
the amorphous solar cell 


ir 30 years, champions of solar energy 
have put their faith in photovoltaic cells— 
devices that turn sunlight into electricity 
directly. The technology is elegant: as 
sunlight’s photons fall on a cell, they 
dislodge the cell's electrons from their 
orbits around their parent atoms and free 
them to form an electric current. Photo- 
voltaic cells already power watches and 
calculators. For larger applications, en- 
thusiasts have been waiting for a break- 
through to cut costs. 

No big breakthrough has come. But 
nor has the technology stood still. In 
recent years, incremental improvements 
have nudged the efficiency of photovolta- 
ic cells up, and the cost of making them 
down. Although photovoltaic power is 
still too expensive to take the place of the 
industrial world’s electricity-generating 
Stations, it may at last be ready to bring 
power to remote areas where connection 
to the electricity grid is impractical—and 
to much of the third world. 
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The efficiency of solar cells is measured 
by the proportion of solar energy they 
turn into electricity. Stanford University 
in California set a record this year with an 
experimental cell that has an efficiency of 
27%. But this device, which uses a lens to 
concentrate the sunlight, is made of crys- 
talline silicon. Although crystalline-sili- 
con cells dazzle in the laboratory, they 
shine less brightly in the marketplace, 
where they face a growing challenge from 
cells made of less efficient—but cheap- 
er—amorphous silicon. About a third of 
the photovoltaic cells now being sold are 
made of amorphous silicon—up from 3% 
in 1981. 

Amorphous silicon’s appeal is that it 
costs less than crystalline silicon and ab- 
sorbs sunlight more easily. Crystalline 
cells are typically 100 microns thick (one 
micron is a thousandth of a millimetre), 
but amorphous films can be made as thin 
as half a micron. While crystalline cells 
are brittle, the amorphous stuff can be 


stuck on slender films of plastic or stain- 
less steel and produced in rolls, much the 
way a press churns out newsprint. But to 
exploit these advantages, engineers have 
had to overcome two obstacles. Amor- 
phous silicon is intrinsically less efficient 
than crystalline silicon; and cells made 
from it degrade over time. 

Both obstacles are beginning to disap- 
pear. In 1980, enthusiasts for amorphous 
silicon were delighted with efficiencies of 
5%. Today, efficiencies of 10% are 
achieved routinely in the laboratory. One 
company—Energy Conversion Devices 
(ECD) of Troy, Michigan—has demon- 
strated a thin-film cell with an efficiency 


‘of 13%, and says it knows how to get as 


high as 20%. A trick that has lifted the 
efficiency of this and other cells is stack- 
ing films on top of each other, with each 
layer tuned to scoop up the sunlight at a 
different wavelength. 

The idea behind this “‘multi-junction” 
technique is to enable a larger proportion 
of the photons striking a cell to dislodge 
electrons. Photons liberate electrons by 
giving them enough extra energy to es- 
cape from the atom’s valence band 
(where they are trapped in orbit around 
the nucleus) to the conductive band 
(where they can float away on an electric 
current). But to energise an electron this 
way, the photon hitting it must have a 
frequency that matches or exceeds the 
energy gap between the two bands. The 
bandgap of amorphous silicon, for exam- 
ple, is 1.7 electron-volts. This means that 
photons towards the blue end of the 
spectrum energise its electrons neatly, 
while less energetic photons pass through 
the cell and are wasted. 

Answer: use one layer of the cell to 
mop up the blue photons, and doctor the 
other layers in such a way as to lower the 
bandgap and mop up the feebler photons. 
The doctoring is done by alloying the 
silicon with other chemicals. ECD’s 13% 
cell, for example, has three layers: two 
use fluorinated amorphous silicon alloy; 
the third layer is alloyed with germanium. 

The other obstacle that has slowed the 
progress of amorphous cells is the way 
their performance deteriorates after ex- 
posure to sunlight. Typically, amorphous 
cells lose up to half their efficiency after a 
few months of operation, and then stabi- 
lise. Crystalline silicon does not degrade. 
The reason—probably—is that the ener-- 
getic reaction of photons and electrons’ 
snaps the weak bonds between the atoms 
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inside amorphous silicgn. These dangling 
bonds snare electrons and reduce the flow 
of current. In the lattice of a silicon 
crystal, on the other hand, atomic bond- 
ing is stronger. 

Here, too, the makers of photovoltaic 
cells are close to a solution. ECD claims to 
have produced a multi-junction cell that 
shows no degradation after 2,000 hours of 
exposure to sunshine. Part of the answer 
was to make the layers of the device 
thinner—and so reduce the number of 
dangling bonds available to trap electrons 
moving through the cell. Another impor- 
tant innovation was to strengthen the 
atomic bonding by mixing fluorine with 
the silicon and germanium alloys. 

Inevitably, results on the production 
line lag behind those of the laboratory. 
ECD’s best production-line cells achieve 
efficiencies of 8%. This means that amor- 
phous cells have a long way to go before 
they can generate electricity as cheaply as 
burning fossil fuels. To do that, Ameri- 
ca’s Energy Department estimated re- 
cently, efficiencies of 13-17% would be 
necessary. Some companies hope to 
reach higher efficiencies by switching to 
different materials, such as gallium arse- 
nide or cadmium telluride; others remain 
convinced that the answer lies in making 
crystalline silicon cheaper (for one exam- 
ple, see the box below). But the steady 
progress of recent years is giving the 
partisans of amorphous silicon growing 
confidence in its future. 
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The moon 
A collision.did it 


Every so often, a hoary old scientific 
chestnut gets picked up and polished. 
One of the oldest and hoariest: where did 
the moon come from? Suggestions have 
ranged from the sedate (the slow accumu- 
lation of material in the early solar sys- 
tem) to the cataclysmic (the disintegra- 
tion of a rapidly spinning earth). Two new 
lines of evidence suggest that some of the 
traditional ideas can be discarded. Both 
bits of evidence hint that the moon was 
excavated piece by piece by planetary 
collisions with the primordial earth. 

Start with a simple proposition. If the 
moon and the earth had once formed a 
single body, they should be made of the 
same material. The Apollo missions to 
the moon ought to have been able to 
resolve this issue, but the compositions of 
the lunar samples they scooped up have— 
until recently—yielded frustratingly am- 
biguous answers. 

Working with these samples, Dr Ted 
Ringwood, of the Australian National 
University in Canberra, has identified a 
group of chemical elements which, he 
claims, solves the problem. Known as the 
siderophiles, these comparatively rare el- 
ements have atomic properties that give 
them a particular affinity for iron. Conve- 
niently, the earth developed an iron core 





Doing it with ribbons 


Amorphous silicon has not won over 
every player in the photovoltaic game. 
Pittsburgh’s Westinghouse Electric— 
better known for its nuclear power sta- 
tions than for its research on solar ener- 
gy—is one company to have opted for a 
strategy of making efficient single-crystal 
cells cheaper, rather than making cheap 
amorphous cells more efficient. 

Westinghouse has an advantage. The 
company started to take an interest in 
silicon technology more than 20 years 
ago. Its objective then was to get a 
foothold in the semiconductor business, 
but the research also left Westinghouse 
with the patents for a special crystal- 
growing recipe known as dendritic 
growth. In the 1970s, the energy crisis 
persuaded the company to blow the dust 
off its patents to see whether dendritic 
growth could be used to make solar cells 
rather than semiconductor chips. 

Silicon chips are usually made by 
growing a lump of crystal and sawing it 
into thin wafers. This is wasteful: silicon 
is lost when the sawing takes place, and 
damaged surfaces need careful repair 
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afterwards. The beauty of the Westing- 
house method is that it dispenses with 
sawing altogether. Instead of growing 
crystals in lumps, it grows them in con- 
tinuous, ultra-thin ribbons that can be 
made directly into solar cells. About 
$30m—much of it from America’s Ener- 
gy Department—has already been in- 
vested in the technology, The company’s 
aim now is to automate the procedure to 
drive the cost of production sharply 
down. 

Westinghouse makes its ribbons by 
dipping a needle-like seed crystal, called 
a dendrite, into a furnace containing a 
bath of pure, molten silicon. Under the 
right conditions, this forms a “button”’ at 
the silicon’s surface, with new dendrites 
at each end. Once the button grows to 
the right size, it is pulled upwards out of 
the bath. At the same time, surface 
tension creates a thin film of silicon 
between the two dendrites, rather like a 
film of soap between the prongs of a 
fork. When the film (or web) solidifies, it 
becomes a ribbon of crystal ready to be 
made into a solar cell. 





A chip off the old block 


during the earliest stages of its evolution. 
In the process, the surrounding mantle 
would have been depleted of the sidero- 
phile elements. Because other bodies in 
the solar system have very different sizes 
and histories, their relative abundance of 
siderophiles can, in principle, be used as a 
signature of their internal processes. 

In this week’s issue of Nature, Dr 
Ringwood reports striking similarities in 
the amounts of siderophiles such as tung- 
sten and cobalt found in samples from the 


So far, so smooth. The trouble with 
the Westinghouse process is that it re- 
quires continuous adjustment. The sili- 
con in the bath must be replenished as 
the web is drawn off; and the thermal 
stresses within the web must be kept 
under careful control. The only way to 
monitor the process is to watch for 
changes in the diameter of the dendrites 
on each side of the ribbon. At first, 
Westinghouse relied on the judgment of 
human operators; now much of the pro- 
cess is automated. A camera scans the 
diameter of the dendrites and adjusts the 
power of the furnace. A laser sensor is 
used to detect the depletion of silicon in 
the bath and replenish it as the web is 
drawn out. 

Automation has helped Westinghouse 
increase the output of its furnaces ten- 
fold over the past year. The company 
plans to have a demonstration produc- 
tion line in operation by mid-1987 but 
has yet to decide whether to go for full 
commercial production. It reckons the 
cells from its demonstration plant will 
produce electricity for a respectable $3-5 
a watt. That is better than most photo- 
voltaic cells, but still a long way from the 
50 cents to $1 a watt Westinghouse 
believes will be necessary to stir the 
interest of the utility companies. 
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éarth’s- mantle and in those from the 
moon. These similarities are all the more 
striking when contrasted with the compo- 
sition of meteorites thought to have origi- 
nated in other bodies within the solar 
system. Dr Ringwood maintains that the 
patterns of siderophiles from the earth 
and the moon are so similar that one 
theory of lunar origin—the idea that the 
moon accreted from primordial material 
independently of the earth—can be re- 
jected as improbable. 

How, then, did bits of the earth’s 
mantle turn into the moon? Here support 
comes from Dr Alan Boss, of the Carne- 
gie Institution of Washington. With the 
help of a computer model, he has exam- 
ined the ways in which a rapidly rotating 
and partially molten body—such as the 
primordial earth—might have behaved. 

Again, an old idea is vanquished. In 

379, George Darwin suggested that such 

body might become unstable and split in 
two—a neat way to explain the geochemi- 
cal similarities detected by Dr Ringwood. 
Unfortunately, as it turns out, that is not 
the way the planet crumbled: no matter 
how Dr Boss tweaked his model, the 


French laboratories 


appropriate instabilities would not 
develop. 

But there is another explanation. Kick 
anything hard enough and it will shed 
fragments. Dr Boss’s calculations show 
that this could have happened to the 
rotating earth if it received a sudden 
impulse from a colliding body. Plenty of 
such bodies existed in the early solar 
system, in the form of small lumps of rock 
that were combining to form planets. 

The precise sequence of events remains 
maddeningly elusive. Some researchers 
suggest that a single giant impact by a 
body the size of Mars, hitting the earth at 
10 kilometres a second, would have ad- 
ministered a hard enough kick to make 
the planet eject material into orbit, which 
later accumulated to form the moon. Dr 
Ringwood, on the other hand, maintains 
that a shower of somewhat smaller im- 
pacts kicked up the necessary material a 
bit at a time. This argument looks like 
persisting. But with two independent 
lines of research giving strong new sup- 
port to the impact hypothesis, it seems as 
if the old chestnut has finally been 
roasted. 





Scientists take to the barricades 


After five prosperous years under the 
Socialists, France’s scientists are facing an 
unwelcome bout of austerity. The new 
conservative government of Mr Jacques 
Chirac has already cut the research bud- 
get for 1986 by 8%. Next year is unlikely 
to be better. 

The Socialist government made scien- 
tific research one of its top—and most 

sible—priorities when it came to power 
... 1981. It passed a law that would have 
committed France—given certain favour- 

cable economic circumstances—to raise its 
spending on R&D from 1% to 2.5% of GNP 
by 1985. In practice, the Socialists’ 
achievements fell short. But government 
spending on R&D rose by a respectable 
average of more than 7% a year between 
1981 and 1985. At the same time, several 
thousand new scientific posts were creat- 
ed in government laboratories. 

Too much, said the Chirac govern- 
ment. R&D was required to provide al- 
most a third of the FFr10.3 billion 
(£980m) in economies sought by a post- 
election rejig of spending plans for 1986, 
leading to a drop of 10% Jn the operating 
grants for the two main government re- 
search agencies—the National Centre for 
Scientific Research (CNRS) and the Na- 
tional Institute for Health and Medical 
Research (INSERM). * 

French scientists, predictably, are com- 
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Unreassuring Devaquet 


plaining. Many fear that the govern- 
ment’s continued support for high-pres- 
tige technological programmes, such as 
building a new version of the Ariane 
rocket, and developing the Hermes space 
shuttle, will draw money away from the 
basic research carried out in universities. 
The new government has abolished the 
Ministry of Research and Technology 
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created by its predecessor, and split re- 
sponsibility for rese#@ch between the min- 
istries of industry and education. 

Mr Alain Devaquet, the minister re- 
sponsible for science and universities 
within the Ministry of Education, has 
tried to be reassuring. He has, for a start, 
promised to resist demands from the 
government's right wing to break up the 
CNRS, whose 15,000 scientists and 8,000 
technicians have enjoyed the status and 
security of government employees since 
1983. But the CNRS will be lucky to escape 
with level funding next year. 

Mr Devaquet also appears intent on 
reversing the accelerated recruitment of 
new scientists started by the previous 
government. He has withdrawn job offers 
from 450 researchers who have passed the 
necessary examinations and expected to 
be hired by the CNRS this year. Up to two- 
thirds of those who would have been 
offered full-time posts will still be taken 
on—but on one-year contracts. 

In justification, Mr Devaquet points to 
a recent legal decision that invalidated the 
results of a 1983 election for members of 
the CNRS’s ruling body, whose 42 special- 
ist committees advise on promotions and 
recruitment. This explanation has been 
met with derision by the scientists whose 
job offers have been withdrawn. They say 
that Mr Devaquet is simply using the legal 
decision as a pretext for cutting recruit- 
ment into the agency, and to prepare the 
ground for bigger cuts in existing staff 
next year. 

The CNRS affair has provided a catalyst 
for protests from researchers who suspect 
that the political support which science 
enjoyed under the Socialists is slipping 
away. Some 3,500 took to the streets last 
month for a demonstration in Paris. More 
rallies are planned for the autumn, to 
coincide with protests against the new 
government’s plans for greater autonomy 
for the universities. Junior staff think the 
proposals will leave them with less say in 
running the institutions. 

These protests have been echoed in 
muted fashion by the government's main 
research advisory committee, the Higher 
Council for Research and Technology. Its 
40 members complained last week that 
the rewards from France's steady increase 
in science budgets since 1979 were in 
danger of being thrown away. The gov- 
ernment, however, argues that the size of 
the research budget is only one determi- 
nant of technological strength. It expects 
indirect measures, such as deregulation 
and tax incentives, to do more to promote 
competitiveness than spending more on 
research. Nor is attacking the science 
budget likely to lose the government 
votes. Many French conservatives see the 
academic community as a power base for 
the Socialists. v 
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Enter (amid battle) the supertelly 


Europe and Japan are waging a 
technobattle over how best to 
provide the public with top-quali- 
ty television pictures in the 1990s. 
Over the past decade, the Japa- 
nese broadcasting authority, 
NHK, has been perfecting a high- 
definition television system that 
uses 1,125 horizontal lines across 
the screen, instead of the 525 
lines they and the Americans use 
at present. This offers much finer 
grained pictures—better, in a 
sense, even than film. 

The Japanese, with the Ameri- 
cans and Canadians in tow, have 
been pushing hard to get their 
high-definition television (HDTV) 
system adopted as a world stan- 
dard. The Europeans are ada- 
mant that it should not be. At a 
recent meeting of the Interna- 
tional Radio Consultative Com- 
mittee in Yugoslavia, they man- 
aged to get the issue deferred for 
another four years of discussion. 
With better-quality pictures from 
625-line television, Europe’s 
broadcasting engineers do not 
see the NHK proposal as an an- 
swer to their own problems. 

The two sides have so little in 
common that four years may not 
be long enough to reach a con- 
sensus. For a start, America and 
Japan both have electricity sup- 
plies that alternate at 60 Hertz 
(cycles per second), while Eu- 
rope and most other places have 
50-Hertz electricity. Television 
scenes illuminated with light 
blinking 60 times a second (eg, in 
America) produce a shuddering 
effect when displayed on televi- 
sion sets which have their pic- 
tures refreshed 50 times a second. 
Europe’s viewers tolerate shud- 
der on the occasional American 

rogramme. They would not like 
it all the time. 

Then there is cost. If adopted, 
the Japanese HDTV system would 
cost as much as did the switch 
from black-and-white to colour. 
HDTV viewers would have to buy 
a new television set to receive the 
super-quality pictures. Yet 
broadcasters would still have to 
transmit separate pictures for 
people with conventional colour 
and monochrome sets. 

Hence Europe's preference for 
a system that is evolutionary rath- 
er than revolutionary in design— 
and capable of being received by 
existing sets fitted with a cheap 
sadd-on box. 
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The European Broadcasting 
Union has adopted a new family 
of television standards called 
MAC (multiplexed analog compo- 
nents), developed by the Inde- 
pendent Broadcasting Authority 
in Britain. These aim to provide 
all sorts of future television fea- 
tures—from wide-screen pic- 
tures, eight-channel sound and 
data to direct satellite broadcast- 
ing and better definition. The 
intention is to have MAC pictures 
compatible with all of Europe's 
existing television sets, 

The motives are not wholly 
altruistic. European equipment 
makers have been lobbying their 
governments hard for fear that if 
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(like the Americans) they accept 
the Japanese standard, they, too, 
will kiss their television business- 
es goodbye—as Sony, Hitachi, 
Sanyo, Toshiba, Mitsubishi and 
Matsushita tool up for a global 
price war in HDTV equipment for 
studios, transmission and home. 


From studio to home 


Yet Japan’s HDTV and Europe’s 
MAC are not in direct competi- 
tion. Each represents a set of 
engineering standards for quite 
separate things, and serves differ- 
ent sectors of the television in- 
dustry—which range from pro- 
gramme-making to distribution 
and display in the home. 

HDTV is seen as a studio stan- 
dard for producers wanting to 
make features or commercials 
with the sharpness of 35mm film 
but taking advantage of the flexi- 
bility, faster turnaround and 
graphic tricks offered by video 
tape. Sony, Hitachi and Ikegami 


Never mind the quality, see the wi 
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are all offering studio equipment 
based on HDTV standards. 

One of the first production 
companies to buy Sony’s $im 
HDTV system was Paris-based 
Captain Video, which has been 
using it to supply complex ‘‘mat- 
ting” (ie, special optical effects) 
that would be too expensive using 
film, and impractical with the 
video cameras and recorders 
used in studios today. The equip- 
ment promises production sav- 
ings of 15-20%. 

HDTV studio equipment can also 
offer television stations better 
“prints” for broadcasting. After 
a commercial is in the can, 
successive generations of prints 
are made of it on 1-inch video 
tape for distribution—with a loss 
of quality compounded each time 
it is re-recorded. An HDTV master 
tape made to 1,125-line television 
standards has a definition better 
than the electronic equivalent of 
35mm film, while its conversion 
to l-inch distribution tape in- 








volves fewer quality-reducing 
stages. So distribution tapes 
emerging from HDTV studios tend 
to be superior to those from film 
laboratories. 

But HDTV is not a distribution 
(ie, transmission) system in a 
television sense, still less a stan- 
dard for domestic television sets. 
True, Japanese officials are pro- 
posing a derivative called MUSE 
for transmitting HDTV pictures— 
but they have yet to win agree- 
ment among equipment makers 
in Japan, let alone the rest of the 
world. After that, they will need 
to develop standards for receiv- 
ing and displaying HDTV pictures 
on domestic television sets. 

Europe's television engineers 
have, in contrast, started in the 
middle. They argue that it is 
neither the studio nor the home, 
but the distribution link between 
them, which is in the greatest 
mess and needs to be 
standardised, 

Mess? Broadcasters are finding 


that their medium noéanger has a 
monopoly over the distribution 
of pictures to the sitting room. 
Nowadays it has to compete for 
viewers’ time not only with cable 
television (and soon with two- 
way interactive cable), but also 
with video cassettes, video discs, 
video games, even home comput- 
ers. Waiting in the wings are 
awesome new inventions like the 
CD-ROM (compact disc read-only 
memory), which stores encyclo- 
pedic volumes of pictures, text, 
music and commentaries, all ca- 
pable of being interrogated by 
typing a few simple questions on 
the screen of a home computer. 


Studio in the sky 


The television industry every- 
where is under the same threat. 
Its great white hope is pBs— 
direct broadcasting satel 
beaming television program 
and other video delights down to 
viewers below. In 1977, the 
World Administrative Radio 
Conference allocated part of the 
frequency spectrum above 10 
GHz (1 gigahertz is 1,000 mega- 
hertz) to satellite broadcasting. 
Ever since, broadcasters have 
been waiting impatiently for elec- 
tronic firms to perfect the special 
microwave valves—known as 
travelling wave tubes—that 
would be powerful enough to 
transmit pictures direct from 
space to people’s homes. 

The most powerful travelling 
wave tubes for broadcasting sat- 
ellites look like being the new 
200-watt devices being developed 


- by Thomson-csF in France and 


AEG-Telefunken in West Germa- 
ny. The Mitterrand government 
had hoped to have its TDF-1 DBS 
satellite with Thomson tube ` 
orbit by this year, The sche 

has slipped by 18 months to two 
years, following troubles with the 
Ariane launcher and a change of4 
heart by France’s new conserva- 
tive government. The French 
200-watt tubes have nevertheless 
been flown in two Japanese ex- 
perimental satellites, BS-2a and Bs- 
2b. One of these has now gone on 
the blink and nobody is yet sure 
how reliable the 200-watt trans- 
mitters are. 

If they can be made to work 
properly, DBS systems with 200 
watts of power ought to be able 
to deliver pictures to dishes less 
than a tenth the size of the 
ground stations used for telecoms 
today. Unfortunately, even a 1.8 
metre dish perched on a rooftop 
would be unwieldy in a high 
wind. Mounted on the ground, it 
would need about half a ton of 
concrete to keep it steady, In 
Britain, it would also need to 
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have plaming peimissio 


ence the pressure to develop 
ever more sensitive receivers—so 
that domestic dishes can be re- 
duced to 90cm or even 60cm in 
diameter. These could be mount- 
ed in the loft. Their price would 
drop from $1,000 or so for a 1.8- 
metre dish and its decoder box to 
around $350. 

At- the 1977 conference, five 
channels plus “parking places” in 
geosynchronous orbit were allo- 
cated to each country in Europe. 
Britain and West Germany still 
say they hope to have their DBS 
services working by 1990. In 
April, the Ba in Britain started 
advertising franchises for three 
(out of Britain’s five) DBS chan- 
nels. The offer closes on August 
29th. 

But the satellites still have to 
be built and launched. With the 

tback to America’s shuttle pro- 
_amme and problems stacking 
up for Europe’s own Ariane 
launcher, few are now putting 
money on getting DBS services up 
and running in Europe (or any- 
where) by the end of the decade. 


Overhaul for telly 


Europe’s route to high-definition 
television—and other technologi- 
cal improvements—is via DBS. 
The reasons are threefold: 
@ Money. Most broadcasting au- 
thorities in Europe have already 
had to replace or upgrade much 
of their existing equipment for 
terrestrial transmission. They 
cannot justify upgrading it again 
for a decade or more. 
@ Improvements. Though devel- 
oped later than America’s 525- 
line NTSC colour system (adopted 
by Japan), both of Europe’s 625- 
“ne systems, PAL and SECAM, are 
ginning to show their ages. 
i1elevision engineers everywhere 
want to get rid of inherent prob- 
“lems in first-generation colour 
equipment——like the “edge” and 
“moiré” effects caused by high- 
contrast colours on captions and 
closely-striped patterns. 
@ New features. In their battle 
for the viewers’ attention, broad- 
casters want to be able to market 
technological refinements that 
give television an edge over its 
new video rivals. Top of the list 
are stereo sound, additional com- 
mentary and data channels, wid- 
er pictures and higher resolution. 
The MAC family of standards 
has been designed to prowde all 
these and more. The principal 


standard, C-MAC, has been opti-” - 


mised for satellite transmission. 
The version for cable television is 
D-MAC, A narrower-band deriva- 
tive called D2-MAC, c&rrying only 
-half the number of sound chan- 
5 . 
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nels, has been added for early 
community-wide cable systems. 

Television engineers in Europe 
and Japan differ. fundamentally 
on how they see the television set 
of the 1990s. Where Japanese 
engineers expéct it to be a bulky 
box built round a high-resolution 
cathode ray tube, the Europeans 
see flat-panel displays more than 
twice the size of today’s largest 
television screens. 

The IBA in Britain argues that 
television tomorrow will be more 
cinema-like. People are not going 
to change their sitting rooms, but 
they will get wider and bigger 
pictures. The old 4x3 propor- 
tions of the cathode ray tube 
were designed to match the cine- 
ma screen of the pre-television 
era. But in response to competi- 
tion, film went wider—to the ex- 
tremes of CinemaScope’s 7.05 x3 
proportions. before settling down 
to between 5x3 and 5.53 (not 
far from the 4.85x3 “golden 
mean” favoured by artists). The 
new metre-wide flat-panel dis- 
plays are being developed with 
heights of 60cm to give cinema- 
like proportions. 

Another visual effect which 
television engineers are cribbing 
from film is image size. The best 
seats in a cinema are at 3-3.5 
times the screen height from the 
front (see chart). Viewers at 
home tend to sit around 10-12 
times the screen height from the 
television set. Given a screen 
60cm high, and keeping their 
seats in the same position, they 
would be sitting at six to eight 
times the screen height—close 
enough in proportional terms to 
start picking up some of the 
“towering” effects produced by 
cinema’s larger images. 

Will such a television screen 
need more than 625 lines? No, 








CinemaScope 


Angling for a bigger picture 


for broadcasting to. the home. 
Displaying even a 35mm film in 
an “electronic cinema” would 
need only 800 lines or so. Be- 
sides, they say, there are some 
technological tricks that allow. c- 
MAC to offer the closést thing to 
HDTV—and still be viewed on 
existing television sets. 

So-called “enhanced c-MAC” 
uses digital tricks and microchips 
borrowed from the computer in- 
dustry to get a sharper and bigger 
picture. To provide the wider 
5x3 picture, engineers have bor- 
rowed six of C-MAC’s eight sound 
and data channels. Wide-picture 
viewers would still be able to get 
stereo sound, but everybody 
would have to give up optional 
foreign language commentaries. 

On each television line, the 
sound signals would be sent not 
as the usual analog waves, but as 
a morse-like stream of “digital 
packets” (akin to a packet- 
switched data network) transmit- 
ting 3m bits of computer data a 
second. The colour signals would 
be transmitted separately, one 
after another, instead of simulta- 
neously but separated slightly i 
frequency. = 

All colour television systems 
(NTSC, PAL or SECAM as well as 
MAC) use three separate signals 
to transmit the full range and 
brightness of the colours. A mix- 
ture of red, blue and green (in the 
proportions 30%, 11% and 59%) 
is transmitted as the “luminance” 
signal. This provides the com- 
patibility for black-and-white sets 
and carries the information used 


by the eye’s monochrome recep-. 


tors (“rods”), The two additional 





Supertelevision 


soc, 
eg 


signals needed to supply thé 






our are sent as the blue compo- 
nent mie@® the luminance, an 
the red minus the luminance 
Both trigger the eye’s colour sen 
sors (“cones”) which have lowe 
resolving power. A 

The trick adopted in the so 
called c-MAC/Packets approach i 
to give the resolution-supplying 
luminance signal as much room 
as possible to do its job, while 
squeezing the colour components 


in each other's way. 

As an optional extra, a “fr 
store” can be used to dispe 
with the conventional interlace 
process and all its problems. Ti 
reduce flickering, alternate line 
of the picture have been se 
since the beginning of televisio 
in the first cycle, followed by th 
alternate set in the next cycle 
and so on. In Europe, that means 
interlacing 312.5 lines 50 times 
second; in America and Japan 
262.5 lines 60 times a second. So 




























































the net result is only 25° full 
frames a second in Europe and 30 
frames in America and Japan, __ 

However, future television sets 
could display their full comple: 
ment of lines (525 or 625) eve: 
cycle if they had a frame store | 
hold, juggle and derive their vic 
eo signals—and would do. § 
without flicker or any of the side 
effects of interlacing. Used 
conjunction with enhanced | 
MAC, this would be equivalent to 
50 full frames being painted on 
the screen every secon 
Enough, say its proponents, 
give C-MAC more than. sufficient 
picture sharpness to cope with 
the most demanding of transmi: 
sions—while allowing viewers 
use their existing sets by buyin 
only a small add-on box. 











Preliminary Results 1986 


Turnover (including associates) £1,473.9 million up 15%* 
Pre-tax Profit £124.6 million up 34%* 
Earnings per share 34.2p up 24%* 
— Dividend 16p up 14%* 
Last year, BET declared its priorities by apasigomparble iZ months, 


saying: “Our job is now to take full 






; advantage ofthemuch strongerposition 





which we have attained over the 






past two and a half years, in 






order to achieve real 





growth in earings 
















; support of is commercial, 
“industrial and public sector 
-customers around the world, 
Evidence of the success of our policiesis 
reflected in. the company’s present 
performance and in our recent series of 
: carefully’ chosen acquisitions — all in 


line with our stated strategy. 


As you can see toll-free employee and shareholder 





from: the results information line ~ 0800-289-629. 






above; we have fulfilled Meanwhile, if you see a ladder that goes 
our task handsomely.” righttothetop~it's probably one of ours. 






‘Today's BET is a tightly knit 
group of strategically related 





businesses, each aiming to provide 






the highest standards of service in 





Formore information about BET callour 
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Any chairman, as long as he’s 
a Ford 


FORD. By Robert Lacey. Heinemann. 778 pages. £15. Available in America from 


Little, Brown. $24.95. 


On the surface, Detroit is a dull, one- 
industry, Midwestern town. But behind 
the images of corporate clonedom lie 
emotions and politicking fit to grace any 
soap opera. Mr Robert Lacey, the author 
of books about the British and Saudi 
royal houses (‘Majesty” and “The King- 
dom”), spent two years in Detroit, a town 
which treats the Ford family like a local 

\onarchy. He has succeeded in capturing 

ie spirit of the pioneer town that grew 
into the home of the world’s largest 
manufacturing industry. 

The book’s first half covers the first 
Henry Ford, his building of the Model T 
and his introduction of the moving assem- 
bly line in mass production. Henry Ford 
was a mechanical genius who shared the 
populist instincts of middle America. He 
had a lifelong hatred of Wall Street finan- 
ciers, called stockholders “parasites”, 
and was suspicious of any attempt to use 
his company’s success to turn a fast buck 
for anybody except himself. 

Henry’s gruff, blunt, agrarian manner 
appealed to some surprising people. The 
radical journalist Joh Reed—whose 
“Ten Days that Shook the World” paint- 
ed a sympathetic portrait of the Bolshevik 
revolution—wrote, only half critically, of 
Henry's “mind of appalling simplicity”. 
Yet this was the same mind which first 
worked out that mass production could 


. 
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cut the price of the Model T from $825 at 
its launch to only $345 by 1916. 

Low-cost mass production opened up 
new markets and new opportunities to 
make money. But this obvious lesson was 
not obvious to Ford's competitors. In 
1914, when Henry Ford suddenly in- 
creased his workers’ pay to the then 
massive figure of $5 a day (part of which 
came in the form of a profit-sharing 
bonus), he was vilified by America’s 
industrial and financial establishment for 
defying the natural laws of supply and 
demand. 

The advocates of social Darwinism 
failed to understand his scope and his 
purpose. The labour savings created by 
the continuously moving assembly lines 
were so great that Ford could afford such 
wage increases with ease. In return for 
paying his workers more, the first Henry 
Ford wanted control of their private lives, 
albeit for the most paternalistic of 
reasons. 

The result was Ford's “sociological de- 
partment”, which investigated the private 
morals and living conditions of Ford em- 
ployees. Henry Ford was distressed that 
this new breed of industrial workers, the 
vanguard of today’s consumer society, 
faced so many temptations in their boom 
town. Mr Lacey says that Detroit had 
more than 500 brothels and at least 1,000 


unlicensed bars in the 1910s. 

Although he does justice to the way in 
which Henry Ford happened upon mass 
production through a series of ad-hoc 
initiatives, Mr Lacey’s book is at bottom 
an account of the drama of the Ford 
dynasty and of the conflicts within this 
strong-willed yet emotionally suppressed 
clan. Like many hugely wealthy families, 
the Fords have had their share of heart- 
ache and tragedy, much of it played out in 
the corporate arena. 

Both the first Henry Ford and his 
grandson, Henry Ford II, held on to 
power too long, becoming progressively 
more cantankerous. As they declined, the 
company suffered. Sandwiched between 
was the unfortunate Edsel (Henry’s son, 
after whom the equally ill-fated car was 
named). 

Edsel Ford seems to have lived a life of 
perpetual humiliation because he was 
incapable of standing up to his tyrannical 
father. Like many bullies, his father want- 
ed Edsel “to get mad”. But the son, who 
was president of the company, only re- 
treated further into his shell. The result 
was a rift in the family after Edsel’s early 
death from cancer. Henry Ford I blamed 
his grandfather for what had happened to 
his father, and this fired him into winning 
control of the company from the cronies 
who held sway over Henry Ford in his 
twilight years. 

Henry Ford II shared his grandfather’s 
inflated ego and obstinate determination 
which, in its nastier moments, turned him 
into the same bullying monster. A man of 
no particular talent himself, he had the 
wisdom to recruit the talented managers 
who secured Ford’s recovery after the 
second world war. Mr Lacey shows that 
the most important of these was not any 
of the much hyped “Whiz Kids”, of 
whom Mr Robert McNamara was the 
most talented, but Ernest Breech, who 
was lured from a top executive post at 
General Motors. R 

An accountant by training, Mr Breech 
brought the management skills and expe- 
rience that the Ford company needed. 
Henry Ford II’s dream was to turn his 
family company into a “managed” ma- 
chine on the model of his admired rival, 
General Motors. Ironically, the force and 
whims of his own personality prevented 
this from happening until he stepped 
down in 1979. It was not until February 
1985, when Mr Philip Caldwell retired (he 
had previously usurped Lee Iacocca’$ 















































tace af the heir-apparent, 
s first transition of power free from 
controversial sackings or feuding—a sign 
‘that Ford had at last become a mature 
corporation on the GM model. 

Before that had come the celebrated 
feud between Henry Ford II and Mr 
Iacocca. Mr Lacey’s book goes some way 
to redressing the balance after Mr Iacoc- 
ca’s own bestselling, and. self-serving, 
account. The conclusion from the book is 
hat even a company the size of Ford (its 
revenues were $53 billion last year) was 
00 small for men with such swollen egos. 
that, at least, Henry Ford II should 
thankful to Mr Lacey. 


that Ford saw 


Social Democrats 
Down, not out 


THE FUTURE OF SOCIAL DEMOCRACY. 
Edited by William E. Paterson and 
\lastair H.. Thomas. Oxford University 
"ress. £9.95. FREEDOM AND EQUALITY. 
y Keith Dixon. Routledge & Kegan 
aul. £12.95. 


Scarcely a decade ago, parliamentary so- 
cialists seemed to be in command 
‘oughout. Western Europe. That family 
parties which confusingly call them- 
elves Labour, Social Democratic or So- 
jalists. were either in power, sharing 
wer, or challenging hard for power. 
‘heir conservative opponents appeared 
9 share many of their basic assumptions, 
acluding a decisive government say in the 
nning of the economy and a cradle-to- 
rave welfare state. 

Today, much of this has been thrown 
to doubt.. Outside Scandinavia, the so- 
al democrats in Europe have had a 
lepressing time in the 1980s. In Belgium 
and Holland, they missed recent opportu- 
ities to unseat conservative govern- 
ents. In West Germany and Britain, 
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why their proposed. redistribution 


their gt 
next general elections are no better than 


even. France’s Socialists seem to be fac- 
ing several years of opposition. Only in 
Spain and Greece have Socialists won 
second terms—partly because middle- 
class voters liked their conservative eco- 
nomic management. 

To account for this turn of fortune, 
European socialists at first blamed bad 
luck: in many places they were in charge 
when the stagflationary oil-shocks of the 
1970s struck. Now, as the essays in “The 
Future of Social Democracy” show, a 
more self-critical mood prevails. 

Internal trouble for social democracy 
had been. building up for a long while. In 
the 1970s, the tension between Keynesian 
demand-management backed by incomes 
policy and free. collective bargaining 
mounted, particularly in Britain. Many 
people came to realise that the welfare 
state often was not providing modern and 
cost-effective services to those it was 
designed to help most. 

All the while, the old alliance between 
social reformers and the unionised work- 
ing class was breaking up, as manufactur- 
ing industries declined in importance. 


Socialist parties had to rely more and 


more on white-collar, often public-sector, 
workers for the core of their support. 

A merit of this collection of essays is to 
pay close attention to local differences. 
The bulk of the book is a sët of separate 
studies of the parliamentary socialist par- 
ties in Britain, West Germany, Austria, 
Scandinavia and France. These. bring out 
well the robust confidence of social de- 
mocracy in Scandinavia and the special 
sharpness of the conflict between unions 
and government in Britain. 

There are thematic essays on the vary- 
ing degrees of damage done. to. social- 
democratic parties.in Western Europe by 
their failure to cope with the sharp rise in 
unemployment at the end of the decade, 
on their various attitudes to European co- 
operation and on the degrees of openness 
of the leadership in the different parties. 

This makes for fine anatomy. Yet the 
editors might have taken their own title 
more seriously and risked bolder 
thoughts about social democracy’'s future. 
For this, they would have had to hoist 
themselves above the detail of party 
structure and election manoeuvring and 
look at the body of ideas that most 
European social democrats share. 

Their idea of economic justice has 
come under fire recently from neo-con- 
servative philosophers. Two Americans, 
John Rawls and Robert Nozick, offer a 
particular challenge. For Mr Rawls, free- 
dom is more important a social- value than 
equality. For Mr Nozick, itis up to social 
reformers offering a “new deal’’ to show 








‘the hand dealt by history. After a pause e 
Social Democratic thinkers such as Keith 





of E 


Dixon are now beginning to reply. In his 
short book, “Freedom and Equality”, he 
sketches a defence of the view that egali- 
tarianism and civil liberties are more 
companionable than conservatives often 
claim. 


Tanzania 
Squandered riches 


THE CHALLENGE FOR TANZANIA’S | 
ECONOMY. By C. George Kahama; «: 
L. Maliyamkono and Stuart Wells. 
James Currey. 384 pages. £25. 





- Two of this book’s authors are prominent 


Tanzanians. Mr Kahama is the country" 
ambassador to China; Mr Maliyamkon 
an economics professor at its leading 
university. This hampers it. Although Dr 
Julius Nyerere retired as president in 
1985, Tanzania remains the one-party 
state he established in 1965, and it is still 
stumbling along the road to socialism that 
he mapped out in the so-called Arusha 
declaration of 1967. An unwillingness to 
ask hard questions leads the authors to 
say some odd things. For example: “‘al- 
though severe problems have occurred 

. it does not indicate that Tanzania has 
chosen the wrong path to development.” 
Of course not; it is merely the implemen- 
tation that has been at fault. 

That said, the implementation has to 
come in for hard criticism. The authors 
describe Tanzanian agriculture as “dis- 
mal” and they admit that the policy of 
“villageisation” (in which 80% of the 
population was rounded up in the late 


Saith Seth 


Vikram’s Seth’s The Golden Gate (Faber 
& Faber, £8.95; in America, Random 
House, $17.95), is a novel in sonnet 
form, inspired. by Pushkin’s “Eugene 
Onegin”. We were inspired in turn. 


If you are bright and under forty, 
Watch your waist, and hate the Bomb; 
If you appreciate Vivaldi, 

This novel has your number on. 
Vikram Seth’s a Stanford student 

Of artful phrase—but one impudent 
Enough to use the sonnet’s glory 

To celebrate a yuppie’s story. 

Audacity make® a good impression: 
The satire stings, the rhymes. can stun; 
So read *“The Golden Gate” for fun. 
But don’t expect the plot’s progression 
_ Yostir your heart. For Seth has found 
That pasta-eaters agen’t profound. 











A great survivor 
FROM THREE WORLDS. By William Clark. 
Sidgwick & Jackson. 286 pages. £13.95. 







-William Clark had not finished these 
memoirs by the time he died last year. 
“But he bad done enough, helped by a 
lifelong habit of squirrelling away notes 
and memorabilia, to tell a fine story. His 
friends will feel that it does him justice, 
and others will find most of it fascinat- 
ng. If just the friends buy it, one copy 
ach, it will be a bestseller. 

For Clark had a knack of making 
nds, particularly in high places. His 
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1960s and resettled in new villages) was 
forced, 
\griculture employs three-quarters of 
_ Wania’s population and it gets too little 
‘space in this book. The failure of farming 
“es the dark side of the Arusha declaration. 
The bright'sides are education and health. 
Since independence in 1961, life expec- 
tancy at birth has increased from 43 to 52 
years; infant mortality has declined from 
152 to 103 per thousand; literacy now 
runs at 85%. Most of these figures are 
above the average for the developing 
world. 

During the 1960s and 1970s, Tanzania 
was regarded as a model for many devel- 
Oping countries. In the 1980s, Tanzanians 
are looking at other countries to see 
where Tanzania went wrong. The book 
analyses eight countries, $ranging from 
Japan to Tanzania’s mére successful 
(though less equitable) neighbour, Ke- 
nya. The comparisons help explain what 
is special about the Tanzanian model. 
The book ends with a fong list of prescrip- 


s: None urges any retraction from the _ 


career took. him thyugh the British 
diplomatic service to journalism, chief 
press man in Downing Street, the Over 
seas. Development. Institute: and. the 
World Bank. He had a reputation as a 
social gadfly, and did little to dispel it; 
but there was much more to him than 
that. He resigned honourably from 
Downing Street over Suez; founded the 
ODI, and at the World Bank he retained 
the respect of Robert McNamara, not a 
man who warmed to gadflies. 
One of the reasons for Clark’s. effec- 
tiveness was his fluency. Though much 
of this book was. written against the 
ultimate deadline of cancer, the prose is 
clear and elegant. In conversation; and 
in speeches to smallish groups, Clark was 
even more at home. The bon mot, the | 
i 
| 


_ literary allusion, the name-dropping fñ- 


ecdote—he used them all, to.the delight 


` -of princes and presidents. 


Serious students of history will turn to 
the chapter°on Clark’s. stint. as press 
adviser to`Eden in 1955-56. They will 


-find little of the personalised sensational- 


ism that Clark could have used, to de= 
scribe the nonsense of Suez. His ac- 
count, in the form of a diary, seems all 
the more authentic for being full of 
muddle: Only occasionally does the pas- 
sion show through: “I long to be free as a 
journalist to drive this government from 
power, and keep the cowards and crooks 
out of power for all time.” Few péople in 
Britain emerged from the Suez crisis 
with much credit. William Clark was one 
of those few. Though his memoirs come ` 
after his death, they show why he was the: 
great survivor. 











principles of Arusha; the sensitive issue of 
devaluation is not addressed. But the 
authors do support some of the reforms 
which African leaders confirmed they 
were moving towards at the recent United 
Nations session on Africa: market prices 
for farmers and curtailment of excessive 
government investment in industry. 


Classical music 


Making Sam play it 
again 


MUSIC MAKERS ON RECORD. By Suvi Raj 
Grubb. Hamish Hamilton. 244 pages. 
£14.95, 


Suvi Raj Grubb is one of the unsung 
heroes of western classical music—as in- 
fluential in his way as any of the more 
famous musicians with whom he worked. 
And what musicians. Otto Klemperer 
and Daniel Barenboim trich:Fischer- 























Thedsconomist 


Intelligence Unit 


Quarterly — 
Energy Reviews 


Monitor and analyse current events in the energy 
scene examining news and data from.a business 
point of view. They provide regional and global 
coverage of energy events covering Western Europe, 
USSR: and Eastern Europe, Middle East, Africa, Far 
East and Australasia, Latin. America and the 
Caribbean, North America and the World. 


Energy 
Yearbooks 


The Energy Yearbooks are thorough, carefully 
organised dissections of national energy economics ~ 
providing a comprehensive overview of the : 
background, historical context, facts and figures of 

each energy country in the world, and including a tull 
| account of the energy balance in every significant. 
country. There is one to correspond with each of the 
aight Energy Reviews. 
Reg Office: 25 St James's Street, London SWIA IHG. Reg No. 1775671. 
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* BOOKS AND ARTS 


ee @ 

“Dieskau and Mstislav Rostropovich: he 
encountered all ofgem as a producer of 
classical music recordings for the past 26 
years at EMI. Though he modestly gives 
few autobiographical details in this book, 
he is as interesting as they. 

It was Mr Grubb’s job to tell these 
great ones to “play it again” —and again. 
Repeats (known as “edits”) are needed to 
achieve the ideal performance as judged 
by the artist and Mr Grubb. So a chord, a 
bar, or even a single note would be 
repeated, cut from the recording tape, 
and spliced into an apparently continuous 
performance. Most LPs contain about 50 
or 60 such “edits”. When Klemperer 
discovered that his recorded perfor- 
mances were a mosaic, he exclaimed “ein 
Schwindel!” and he was partly right. 

Mr Grubb has none of the high-altar 
quality of the musical establishment. He 
is not a hearty Teuton, ascetic Slav or 
upper-crust Englishman. He hails from 
Tamil Nadu in south India. It was the 
eccentric Walter Legge, the musical tsar 
of EMI, who in 1960 gave this unlikely- 
seeming figure his chance, recognising in 
him a unique ability—instant and total 
recall, combined with an encyclopedic 
knowledge of classical music. Thus he 
made his way into the heart of the inter- 
national music-recording world. 

Mr Grubb’s daunting competence en- 
sured that musicians (even the imperious 
Klemperer) not only accepted his guid- 
ance but became his friends. Hence the 
bubbling flow of reminiscence about the 
splendours and miseries of working with 
the great to record great music. Mostly 
splendour, much fun, and surprisingly 
few miseries. For the era of the tempera- 
mental maestro has almost passed, per- 
haps charmed away by the likes of Mr 
Grubb, perhaps influenced by simple eco- 
nomics—at £25 a minute for studio time, 
tantrum-throwing is an unaffordable lux- 
ury. In the words of Schubert's “An die 
Musik”: “this art carried me away into a 
better world.” 








* Success sotto voce 
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Serban imprisons the Garden's reputation 








The overgrown Garden; the robust 


Coliseum 


The tenure of Sir Colin Davis at London’s Royal Opera House has 
wended its way to a disappointing end. What did London’s most 
expensive opera house achieve during his reign? How does it compare 
with the less up-market English National Opera? 


Ten years is long enough in any job. Sir 
Colin Davis stayed for 15 as musical 
director of Covent Garden and inspira- 
tion flagged before the end. Yet the Colin 
Davis era was not quite the chapter of 
disappointments it has been painted. At 
least in his early years, he reminded 
audiences that fine singing and great 
music-making are what opera is about. 
For this, more than his own sometimes 
pedestrian performances, he will be re- 
membered with gratitude. 

Sir Colin had the courage to invite 
comparison with the best young conduc- 
tors the music world had then to offer. 
Carlos Kleiber, Claudio Abbado, Ric- 
cardo Muti, Giuseppe Sinopoli: all were 
heard in the pit. So, too, was Carlo Maria 
Giulini, who conducted Verdi's ‘‘Fal- 
staff”. If the result was surprisingly lack- 
lustre (less sparkling than Sir Colin’s own 
later encounter with the same produc- 
tion), at least the long-absent Italian 
maestro was back in the opera house. 

Tip-top international singers were 
heard again. Placido Domingo came. So 


did José Carreras and Agnes Baltsa, 
Renato Bruson and Grace Bumbry, Out, 
by and large, went the Marmaduke Th 
lethwaites and the Ermintrude Hig; 
bottoms that had been the vocal legacy of 
Sir Georg Solti’s ancien régime. 

To have restored musical excellence to 
one of the world’s leading opera houses 
was no small achievement. Nor was the 
“democratisation” of opera that came 
with the inauguration, under the sponsor- 
ship of Midland Bank, of Covent Garden 
“proms”—those relaxed evenings when 
the pricey stalls seats are whipped out and 
impecunious music-lovers get a cut-price 
opportunity to hear good music. 

Yet the English National Opera (ENO) 
shows that these were successes only by 
Covent Garden’s standards. The Garden 
slums it durigg prom performances, but 
the ENO martages, night after night, to 
attract an audience which turns up at the 
Coliseum because it wants to hear the 
music, rather than because going to the 
opera has usurped*the place of going to 
church and sitting in the front pew. And 

. 
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. ” 
1e ENO, which performs operas in Eng- 
sh, has managed to maintain musical 
tandards without importing starry casts. 
ts singers are a loyal company, not a 
1iscellaneous collection of prima donnas. 
ts own stars—Josephine Barstow, Rosa- 
nd Plowright and Valerie Masterson— 
ave more often been exported to opera 
ouses catering for the international jet 
et. 

Many high points of Covent Garden's 
ast 15 years have been evenings with 
vhich Sir Colin was not directly involved. 
Te is often accused of neglecting Italian 
pera but others have made up for it. 
*uccini’s “La Fanciulla del West”, under 
tubin Mehta, and Verdi's “Luisa 
Ailler”, under Lorin Maazel, took their 
lace as works scarcely less rewarding 
han more familiar operas. In the German 
erertory, Richard Strauss’s “Elektra” 

ducted by Sir Georg Solti and resplen- 
wutly cast (with Birgit Nilsson, Helga 
Yernesch and Regina Resnik) remains 
me of the three or four finest perfor- 
nances of the Davis era. 

So why is his departure marked by 
most universal agreement that the early 
omise has been only intermittently ful- 
illed? Partly because Sir Colin himself 


proved a plodding conductor. Yes, he 
gave Berlioz a good outing; yes, he con- 
solidated his reputation as a stylish Mo- 
zartian; yes, he did his bit for modern 
music (with loyal advdcacy of Sir Michael 
Tippett). All these were worthy achieve- 
ments. And that, perhaps, is what was 
wrong. The spark of brilliance—felt so 
often down the road at the Coliseum and 
latterly at Glyndebourne (see box)}—was 
too often missing. 

One reason is that Covent Garden is 
eddying in the international jet stream. 
Singers and conductors who make lots of 
records are de rigueur. At Covent Gar- 
den, it makes sense to talk of “the Davis 
era”. At the ENO, the era that has just 
ended belonged to the Earl of Harewood, 
the ENO’s managing director who retired 
at the end of 1985. Not because the place 
is bureaucratic but because nobody can 
decide who is more important—the music 
director, Mark Elder, or the director of 
productions, David Pountney. In magical 
shows like Dvorak’s “Rusalka” (literally 
magical: the opera, based on Hans An- 
dersen, is suspended between the nursery 
and the fairy tale), producer and conduc- 
tor are working as one. With the cartoon- 
ist Gerald Scarfe, Mr Elder served up an 


Porgy’s got plenty o’ nuttin’ 


Glyndebourne, Britain’s uppest of up- 
per-crust opera houses, set in the Sussex 
countryside, has been winning critical 
plaudits this summer for breaking with 
tradition and mounting works that are 
too little known. Mozart may go down a 
treat there but Glyndebourne has this 
year served up less familiar fare—mid- 
period Verdi (“Simon Boccanegra’’) 
and, more adventurously, George 


Gershwin’s “Porgy and Bess’’. “Porgy”, 
has been hosannaed to the rafters. A 
success like this (a controversial, would- 
be populist work, receiving its first 
British production in the heart- 
land of conservatism) may help 


dispel the charges of elitism some- 
times levelled at Glyndebourne. 

But what kind of a work is 
“Porgy”? And how good is it? Ina 
production as accomplished as 
Trevor Nunn’s, it is easy to go 
starry-eyed. Despite boasting as 
many memorable tunes as “Car- 
men”, “Porgy” has never entered 
the repertory of any leading opera 
house. This is not because of his- 
torical oversight, nor racial 
prejudice. 

True, it can be hard toSassemble 
an all-black cast. But*in New 
York, where there is no shortage 
of home-grown black talent, the 
first Metropolitan Opera perfor- 
mance was given qgly last year— 
50 years after the opera’s first 
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Summertime at Glyndebourne 


performance. True, it is full of boring 
recitative. Postwar productions, of 
which there have been comparatively 
few, have tried replacing this with dia- 
logue. “Carmen”, “Fidelio” and “Die 
Zauberfléte” all have spoken dialogue, 
after all, yet in “Porgy” the effect is to 
make it seem more like “Carousel”. 
Otto Preminger’s film version, with 
Sidney Poitier, Dorothy Dandridge and 
Sammy Davis Jr, was a leaden entertain- 
ment that sank at the box office in 1959. 
Yet, barely five years before, the same 


BOOKS AND ARTS" 


“Orpheus in the Undeyworld” which re- 
claimed Offenbach’ eretta as political 
satire. ENO’s choice of operas has been 
adventurous: not just modern operas (in- 
cluding Harrison Birtwistle’s recent “The 
Mask of Orpheus”) but most of Janacek’s 
operas and some little-known Handel and 
Busoni. 

In contrast, over at the Garden, Sir 
Colin grew increasingly committed to 
outlandish new productions. It is sad, but 
not unfitting, that the last new staging 
under his aegis was the roundly con- 
demned travesty of “Fidelio” perpetrated 
by Andrei Serban. Production standards 
at Covent Garden over the past few years 
have declined alarmingly. A strong, if 
tattered, “Aida” was yanked off in favour 
of a hideous new version by Jean-Pierre 
Ponnelle; a vulgarised “Rosenkavalier” 
from John Schlesinger replaced that by 
Luchino Visconti. 

By having its top producer on the staff, 
the ENO has raised production standards 
to enviable heights. Covent Garden, in 
Sir Colin’s time, developed a knack of 
matching the wrong opera with the wrong 
producer. Sad that such good intentions 
came to this. On, now, to the Bernard 
Haitink era. 


director and the same actress had suc- 
ceeded with a much more unlikely vehi- 
cle—Oscar Hammerstein's reworking of 
Bizet into “Carmen Jones”. Are there 
flaws in “Porgy” that deny it wide popu- 
larity, however good the songs? 

There are. Written in 1935, DuBose 
Heyward’s libretto embodies the racial 
stereotypes that make some Hollywood 
movies with black servants so hard to 
watch. “Porgy and Bess” is peopled by 
lovable, simple “darkies’’ who call the 
white man “boss” and who need pater- 
nalistic guidance to save them from the 
snares of flim-flam men. The libretto of 
“Porgy and Bess” is marooned in the 

condescension of its time. 

“Porgy” still sounds like a musi- 
cal with pretensions. The toe-tap- 
ping hit songs—"I got plenty o° 
nuttin’ and “It ain't necessarily 
so`—have the rhythms of tin-pan 
alley rather than the opera house. 
They may be none the worse for 
that, but they sit awkwardly along- 
side the choruses and fugues, The 
grand emotional numbers— 
“Bess, you is my woman now” and 
“I loves you, Porgy’’—come close 
to being cloying. Gershwin’s or- 
chestration sounds undernour- 
ished; it is a score that only inter- 
mittently matches the demands of 
the drama. Sometimes fine pro- 
ductions serve not so much to bring 
out hidden qualities as to disguise 
shortcomings. The performance at 
Glyndebourne this year may be 
one of these. 





87 






< Department of Economies 


| TEMPORARY LECTURER IN 
ECONOMICS 


{st January to 30th June 1987 


Applications are invited for a Tempo- 
tary Lectureship in Economics, tenable 
‘from ist January to 30th June 1987. 
he. successful applicant will be ex- 
pected to give tutorials across the 














interests in any area of economics are 
invited to apply but some slight prefer- 
ence might be given to those with 
macro or monetary specialisations. 


The lecturers’ scale’ is £8,020 to 
£15,700 but it is unlikely that an ap- 
pointment will be made at a point 
higher than £10,375. 

Applications (two copies preferably in 
typescript) with names of three refer- 
ees should be lodged by 30th August 


The University of 

Zimbabwe 

invites applications for appointment at 
the level of Lecturer/Senior Lecturer/ 
Associate Professor in: 

FACULTY OF AGRICULTURE 
ECONOMETRICS AND APPLIED 
STATISTICS 

Applicants should have training in agri- 
cultural economics and statistics. The 


successful candidate will be expected 
to. teach undergraduate courses cover- 
ing basis statistics, research methods, 
survey analysis and econometrics, He/ 
she will also be required to advise and 
supervise postgraduate students. Can- 
didate must have experience with com- 
puters. There is an active research 
programme including work on peasant 
farm development, policy analysis, 
food security and alternative land use 
systems. 


DEPARTMENT OF ANIMAL SCIENCE 
(AGRICULTURAL BIOMETRICIAN) 


Applicants must have an appropriate 
MSc degree; preference will be given to 
applicants. with a PhD. Teaching re- 
sponsibilities will include an Introduc- 
tory course in Biometrics and a course 
in Design of Animal Experiments. The 
appointee will provide statistical assis- 
tance to other staff members in design 
of experiments and surveys and lead- 
, ership in statistical analysis of research 
data, and-will be expected to initiate 
and direct a research programme in a 
relevant discipline. 


DEPARTMENT OF ECONOMICS 


(3 Posts—one tenable from 1 January 
1987 and other two as soon as possi- 
ble): Applicants must hold a good hon- 
ours or higher degree in Economics 
with expertise in at least one of the 
following areas: Public Finance, inter- 
national. Economics and Finance, Ad- 
vanced Economic. Theory (Neo-classi- 
cal and Marxist). Post-qualifications 
experience in teaching and research in 
developing countries will be an added 
advantage. The appointees will be ex- 
pected to participate in undergraduate 
and postgraduate teaching. 


Salary Scales: Lecturer .2$16,944- 
25,704, Senior Lecturer 2$26,544- 
29,064, Associate Professor Z$29,940- 
31,692; appointment of above scales 
according to qualifications and experi- 






1986 with the Establishments Officer, 
The University of St Andrews, College 
Gate, St Andrews, Fite KY16 9AJ. 


‘ange of economic theory at Second 
fear leveland at either First Year or 
Honours level. Candidates with special 
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_A-senior member of our statistics staff has moved 
across the corridor to become a journalist. We 
want to replace him with somebody who has a 
-good grounding in economics and/or statistics but 
‘no burning ambition to be a writer. The job 
involves working alongside journalists as a mem- 
ber of a small, friendly and strong statistical team 
| to help collect, interpret and present statistics for 
_ the newspaper. The successful candidate will be 
quick, accurate and good humoured when meet- 
ing a deadline and be willing to work flexibie 
fours. The job is demanding but rarely dull. Salary 
‘will be based on qualifications and experience. 
| Please reply to the Business Editor, The Econo- 
mist, 25 St James’s Street, London SW1A 
1HG. 











ONFERENCE 


UNIVERSITY OF SURREY 


SURREY ENERGY 
ECONOMICS CENTRE 


OUR NEXT MAJOR INTERNATIONAL ENERGY 











CONFERENCE ence. Further details about conditions 
ot service and method of application 
is on available from the Association of Com- 


monwealth. Universities (Appts), 36 
Gordon Square, London WC1H OPF. 
Applications close 30 August 1986. 


ENERGY POLICIES IN AN 
-~ UNCERTAIN WORLD 


and will be held on 
9-10 April 1987 


Further details from: Rachael Blexandsyi BIEL 
University of Surrey 
Guildford 

Surrey GU2 5XH © 


x England, UK 
(Telephone: Guildford (0483) 20911/571281, ee 2104) 
(T “elex: 859331) 


Resancha— 
Housing Finance 


Graduate: wanted immediately for short 
term research project to compile an inter- 
national housing finance fact book. 
Knowledge of financial: markets.and insti- 
tutions essential; languages (especial ly. 
Spanish) an advantage. 

Send brief CV or write for ther detall Is to 
Mark Boleat, Deputy Secretary General, 
~The Building rege Aesociation, 3 Savile 


























University of Warwick 


ESRC Macroeconomie Modelling 
Bureau 


RESEARCH FELLOW 


Applications are invited for a post of 
Research Fellow. Appointment will be 
made on the Research Range IA scale: 
£8,020-£12,780 pa, according to quali- 
fications and experience, for one year 
from 1 October 1986 with extension for 
a further four years highly likely. 


Further particulars and application 
forms from the Registrar, University of 
Warwick, Coventry CV4 7AL (0203 
523627) quoting Ref No 53/2A/86/K 
(please mark clearly on envelope). 
Closing date 19 August 1986. 





University of Canterbury 
New Zealand 


REGISTRAR 


The Council of the University is. to 
consider applications for the position of 
Registrar, which will become vacant as 
a result of the retirement of Mr W. 
‘Hansen on 31 May 1987. The Registrar 
is responsible to the Vice-Chancellor 
and the Council for the day-to-day 
administration of the University and the 
secretarial services of the Council. and 


| Professorial Board and their com- 


mittes. 
The salary for the position is within the 
range NZ$65,000 to NZ$69,000 pei 
annum. 


Further particulars and Conditions ol 
Appointment may be obtained from the 
Association of Commonwealth Univer. 
sities (Appts), 36 Gordon Square, Lon- 
don WC1H OPF. 


Applications close with Professor A. D 
Brownlie, Vice-Chancellor, University 
of Canterbury, Private Bag, Christ 
church, New Zealand, on 31 Octc 
1986. 
















UNIVERSITY OF BRADFORD 


LECTURESHIP AT THE 
PROJECT PLANNING 
CENTRE FOR 
DEVELOPING 
COUNTRIES 


in the planning, appraisal and implemen- 
tation of infrastructure projects. Appli- 
cants with particular expertise in one of 
the following sectors would be expected 
to make substantial contributions in the 
infrastructure-related courses. run antu- 
ally: Water supply, sanitation and related 
health aspects: Power; Transport. The 
person appointed will have relevant over- 
n operational experience and of 
ing. The post is full-time for a period 
of ve years. Salary on scale £8,020- 

£15,700 pa. Superannuable. 
Application ag re and further particu- 

ars from the Deputy Secretary Per 

| PPCLJI2A/Econ), University ol Brad- 
ford, West Yorkshire. BD7 TDP. Clos- 

ing date: 36 August 1988. 

JAN EQUAL OPPORTUNITY 
. _ EMPLOYER 



























‘COURSES 










laking the 


exams? 


We CAN help 
Write to: 
Graduate Tutoriais, GTAC Associates, 
FREEPOST, London WS 48A. 


CONSULTING 


- $ BY TOTAL NATURAL IMMERSION experience le stil the without 
‘or just $29 you can leam how h French participants for 7 Ba ee Send detailed résum on work lite and academic experience for a no 
to become a successful consul- with Freh pari ye ye cost evaluation. 


tant in your own field with our 
150 page course book. There is 
no risk. with our full, money 
back guarantee. There are no 
postage or handling charges. 
Send your check or VISA # or 
Mastercard # with expiration 
date to The Consultants Li- 
wary, Dept EG, PO Box 309, 
dlenelg, Maryland 21737 (301) 
§31-3860. Or call toll free 1-800- 
431-1953, ext 874. In NY state 
call 1-800-942-1935, ext.874. 




















LEARN TO SPEAK FRENCH 


Intensive days in the DORDOGNE 
Chateau LA VALOUZE 


tel, 599144 28 Ji Lefevre CIEL-BP. 180 
24490 LA ROCHE CHALAIS France 


APPOINTMENT 


PACIFIC WESTERN UNIVERSITY 


Recruitment of Senior 
Finance Officer 


UNIVERSITY DEGREE 


For Life, Academic & Work 


completing your 
classes or seminars at your awn pace and time. 


a 


















The BCCI International well as an Associate of the References: 
Foundation for NEST Chartered Institute of- Applicants should supply the 
School of Professional The BCCI International Secretaries (ACIS) ofthe UKor names and addresses of at least 
Office of the Dean, Room E-1A Foundation constituted for the possess equivalent qualifications 3 referees, one of whom should 
100 Gaili Drive promotion of New & Emerging from other countries, be the last- or current employer. © 
Novate, CA 94947 (418) 382-1600 Sciences and Technologies (ii) Preference will be givento © Salary and other benefits: 
(NEST) in the developing those applicants who in addition Commensurate with qualifications 





eountries of Africa; Asia and 


to the above, also hold a 





and experience of the successful: a 
































an Latin America, hereby invites Bachelors or post graduate candidate. 
iTUDENTSHIP applications from qualified degree from a reputable Interviews: 
candidati for the post of a repli fp a orang After applications have been 
nior Finance Officer to work in any of the following princip: examined and scre t 
„University of Dundee in the London office of the subjects: ' aul cee. st heer 
Department of Economies Foundation. The duties to be (a) Development Economics or interviewed by the Secretary 
ATZ FELLOWSHIP performed and the qualifications (b) Business Administration or General of the Foundation either 
Applications are invited from suitably required are: (c) Commerce, in London or during his travels 
qualified persons for a research fellow- Duties: Experience: abroad. Candidates found © 
ship in economics to work on a re- The selected candidate will be At least 5 years practical attempting to canvas support for’ 
search study funded by The Rio Tinto- required to manage the finances experience in a responsible their applications will be : 
Zine Corporation. The topic for of the Foundation and also to position dealing with financial automatically disqualified. 
investigation is the elasticities of substi- undertake the responsibility of and administrative matters in a Application: 


tution for major non-ferrous minerals. 
Applicants should possess a higher 


general administration of the 
office of the Foundation in 


reputable organisation, of which 


Replies should He 
at least 2 years should have been online id be actor 


by a detailed Curriculum Vitae 













degree in economics or a related disci- London. spent in an establishment ina includi 

pline and should have a sound training Qualifications: developing country of Attica, sraontakie tafe nant “hou be 
in quantitative methods. (i) Applicants should be an Asia or Latin America. marked “F/O NEST” and sent not 
The appointment is tor three years from Associate of the Institute of e: later than 20th August 1986 to:- 
1 October 1986 (or as soon as possible Chartered Accountants of UK as 


32 to 42 years. 
thereafter) and will be made,at an . 
appropriate point on the scale 28,020- 
€10,375. Applications, with culum 
vitae and names of two referees, and 
quoting - reference EST/432/86.. (E) 
should be sent to the Personnel Office, 
University of Dundee, Dundee DDI 
AHN by 15 August 1986. 


Secretary Gene ri l 
The BCCI International Foundation 


For NEST 


a E (London Office) 3 <p ey DAY Street Lond 









Corporate 
Finance and 
Strategy 
PrograMMmEe 2s ocs 


Director: Dr Jack Broyles 


For Senior Managers and Professionals 

To provide senior managers with a thorough 
understanding of the financial dimensions of strategy 
and of the process of developing, implementing and 
controlling financially successful strategies. An 
intensive and highly interactive programme directed 
by a noted author for a limited number of Corporate 
and Divisional Managing Directors, Finance Directors, 
Chief Accountants, Planners, Treasurers, Bankers, 
Venture Capitalists and Selected Professional Staff. 
Four days. 


Price, £1100 - residential. 


For details apply to Michaela Bargent, Tel (0865) 735422 
Telex 83147 attn TEMCOL Telecopier (0865). 736374 


», lempleton College 


Ar The Oxford Cente for Management Studies Oxford OX! SNY 










































‘Speak German 


< {or Pee Spanish, Arabic and others) 


fke a Diplomat! 


| What sort of people need to learn a TO ORDER, JUST CLIP THIS AD and 
i md mail it with your name and address 
and a cheque or money order. Or, 
charge it to your credit can {American 
Express, VISA, Access, Diners Club) by 
enclosing card number, expiration date, 
el and your signature. 


D Volume I: Programmed Introduction 


to German, 10 cassettes (12 hr). 647- 
$150 US 









‘setof adie cassettes and accompanying 0 
ext books: you simply follow the written 
and recorded instructions, With the FSI‘s 
unique learning method you set your 

pace — testing yourself, correcting For pita outside Europe 
i ane reinforcing. accurate respon- please include £10 {or $180 uS) 

is, we believe, the best course additional postage. 
available to teach you a comprehensive Many other courses available. 


nowledge of German. Write to us for free catalogue 


The FSI's introductory Basic German 
comes in two parts. Vol. | provides. an A Ag ine 
troduction to the simpler forms of the 


@ and a basic vocabulary. Vol. it. guide € Sarum, Suite 788, 




















PUBLICATIONS 


London, Paris, Madrid, Ea Heidelberg, Strasbourg. 
Schiller, 
International University 


Associate, Bachelor & Master degrees in 
BUSINESS ADMINISTRATION-HOTEL MANAGEMENT, 
LAW/PUBLIC ADMINISTRATION-INTERNATIONAL RELATIONS. 
Computer Studies, Pre-Eng/Pre-Med, Art, French, Spanish, German, 
English, College Prep. Courses. Language of instruction-English. 
@inter campus and US transfer. @BBA & MBA evening classes in London, Paris & Heidelberg. 


Schiller International University 
Bape! D3, 51-55 Waterloo Road, London SEI 8TX Tel: o )928 8484. 
ex: 8812438 SCOL G. Accredited AICS, Washington DC, USA 






























TRADE AND SHIPPING 
IN THE NEW 
LOW OIL PRICE 
ERA, 1986-90 


The first half of 1986 has witht? a remarkable recovery in the tanker market, but 
the. dry. bulk sector, liner shipping and offshore: activity have rarely beer more 
depressed. One factor underlines all these devel opments- 


Failing crude oil prices 


: Today it is essential for the shipping community to understand the way in which oil 


price changes influence global maritime activity and Profitability. “Trade and 
shipping in the new low oil price era, 1986-1990"; Drewry’s latest report, provides 


_ a comprehensive in-depth analysis of the ways.in which the reverse oil shock of late 


1985/early 1986 has impacted on world shipping. 
Issues covered include: i 


@ Crude oil prices in the late 1980s 
@ Forecast oi! consumption and OPEC production in the years ahead 


- @ Shipping costs and profitability—the impact of oil prices. 
-© Tanker demand in the low cil price era 


@ Dy bulk outlook—changing fortunes to the end of the decade 
@ Liner trade prospects 
@ Gas carriers—market outlook 
@ The offshore industry—the implications of low oil prices 
To-obtain your copy of ‘Trade and shipping in the 
new low-oi price era, 1986-1990"'—price US dollars 
470.00, UK £290. 00 (UK orders only) or for more 
details of this and other Drewry publications, 
contact: 
Drewry Shipping Consultants Ltd 

Brook Po Iia air 


34 eres 
London W1Y 2LL, ENGLAND Shipping Consultants Ltd. 
TEL: 01-629 5362. TELEX: 21167 (HPDLDN G) 


TOP JOBS WORLDWIDE 


The Executive pees Bulletin is your passport to international 
career success. Published weekly since 1972, it contains advertisements 
for senior management vacancies compiled from key British, European, 
and US publications. 


Please begin my subscription to ne Executive Employment Bulietti as 
indicated below (tick appropriate bo: 


Subscription rates: | 10 wks 25 whe 50 wks 

UK (First Class) £s 22.50 48:00 84.50 | 
Elsewhere (Airmail) USS 42.00 88.00- | 158.00 

NAME, Es 

ADDRESS. 
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Commonwealth Secretariat 


Seeks candidates for 


Chief Project Officer (Economic) 


Technical Assistance Group 
Commonwealth Fund for Technical Co-operation 

The Technical Assistance Group (TAG) is the highly operational in-house 
consultancy arm of the Commonwealth Fund for Technical Co-operation 
ACFTC). H consists of lawyers, economists and a statistician: The economic 
work of the Group consists principally of advice on investment issues and 
projects (particularly in natural resources) as well as on macro-economic 
and financial policy. Applications are invited for a Chief Project Officer 
(Economic). 

The Chief Project Officer's main responsibilities will be to provide advice 
on the economic and financial terms under which foreign investors will 
operate, primarily in natural resources but also in a wide variety of other 
investment areas. The work includes active participation in negotiatin 
agreements with foreign investors, detailed analysis of economic. an 
financial arrangements, and the extensive use of modern financial planning 
oftware packages run on the Group's in-house microcomputers. 
Applicants, who must be Commonwealth citizens, should have a good 
honours degree in economics, relevant post-graduate qualifications, plus 
practical knowledge of financial analysis and. project appraisal.and experi- 
ence of developing countries gained in either the public.or private sector. 
» The post involves extensive travel and requires. the personal. qualities 
| needed to work in a team and produce policy advice inthe form required by 
|; busy ministers and senior officials. 
The appointment will be for an initial period of two to three years. Salary 
will be in the range of £19,956-£22 ,080 per annum. 
Further details of the post will be supplied on request. A 
full details of qualifications and experience together with 
referees should be sent by 15 September 1986 to: 














plications giving 
e names of three 





House, Pall Mall, London SWIY 5HX 
Telephone: 01-8393411 Ext. 8151 









3USINESS & PERSONAL 


a FUTURES TRADING 4 
WITHOUT RISK 


Futures trading with a full capital guarantee 
(minimum investment U.S.$20,000). 

Write today for a FREE brochure 
and please include your telephone number. 















Winchester Lite Assurance 
e Services SA, BW629 
9 ` Avenue Lioyd George, Box 5 
GUARANTEED INVESTMENTS LIMITED Telex: 64978 dunn b 


Affiliated with the Dunn & Hargitt Intemational Group 






















SWISS HANDLING. OF | | INTERNATIONAL 
INTERNATIONAL PROPERTY 
TRANSACTIONS 

The key company tir IMMIGRATION 

+ Handing of intémabonal mansactions TO CANADA 








+ Back ta back operations 

* Companies formation. donucikaton and 
adrunistration 

* Setting up countertrade’barters 

x Marketing countentraded products 

® Fiduciary and Wustee senvices 


DE BERIG SA 
13 Avenue Krieg 
Geneva, Switzerland d 


‘et: 47 59 80 
Telex: 421896 DEB CH 


ete 


238 seat cinema with 3 bed- 
room suite near Vancou- 
ver, B.C, $425,000-Cdn. 

Box 70, Granthanis. B.C. 
| | VON 1X0. Tel: (604) 886- 













Institute of Development 
*Studies 


At the University of Sussex 
RESEARCH OFFICER (Economist) 


Applications are invited for the post of 
Research Officer on an ESCOR-fund- 
ed project on the effect of North-South 
trade on employment and wages, di- 
rected by Professor Adrian. Wood. Ap- 
plicants should have a strong econom- 
ics background, preferably in 
international and/or labour economics, 
and aptitude and experience in gather- 
ing and analysing data, including the 
use of computers. The appointment will 
be for one to two years from October 
1986. at a salary in range £7,055- 
£6,020 pa in research faculty IB scale 
(under review). 

Further particulars and application 
forms available from Mrs R. Wood- 
house, IDS, University of Sussex, 
Brighton BN1 SRE. Telephone (0273) 
678266. 7 
Closing date: 22 August 1986. 


LC. 
E 





EXPORT MARKET 
RESEARCHER 
£9,461-£12,598 


Applications are invited for the post of Export Market 
Researcher in the Commission's Export Development 
Department, Bletchley, Milton Keynes. The Export Market 
Researcher will be responsible for Export Research Activities 


in Overseas Markets. 


Duties will involve planning, in conjunction with the Head 
of Export Development, the programme of research in export 


markets. 


He will be involved in carrying out research into export 
market opportunities in. overseas markets of interest to the 
British meat industry. This will involve partly desk research . 
but also some visits to overseas markets with export 
potential. He will also write market research reports for 
publication and circulation to meat exporters, as well as 
contributing market situation and outlook reports in the 


Department’s publications. 


Candidates should have a degree in Agricultural 
Economics, Marketing or an appropriate market research 
qualification. A knowledge of French or an overseas 


| tingham NG1 4BU. Closing date f 































Trent Polytechnic l 
DEPARTMENT OF BUSINESS AND: 
MANAGEMENT STUDIES 


RESEARCH ASSISTANT/ 
DEMONSTRATOR IN EUROPEAN 
BUSINESS RESEARCH 


(6,324-£7,122 per annum, pay award 
pending) 


Applications are invited trom graduates 
with a good honours degree in eco- 


Further details and forms of application 
are available from the Staff Officer, 
Trent Polytechnic, Burton Street, 


August 1986. Please quote Post Ref 
No B0314. 























language would be desirable. Some working experience or 


knowledge of the meat industry would be an advantage. 
Salary will be on scale £9,461-£12,598. Excellent conditions 
of service, contributory pension scheme. 

Application forms returnable by 25 August 1986 from 


Personnel Officer. 


MEAT AND LIVESTOCK COMMISSION 


PO Box 44 Queensway House Bletchley MK2 2EF 
Telephone Milton Keynes (0908) 74941 ext 327 








































HANDWRITING ANALYSIS 


Suspect Documents: Examiner of Forged/ 
Anonymous writing. 










1 Also Personnel/Character Assessment. 





P, Lavell: 
9 Village Close, London NW3 5AH. 
Tel: 01-794 6060. 















: ZURICH ZURICH-ZURICH 
YOUR OFFICE AWAY FROM HOME 
Office/Mana: 


FROM SWITZERLAND 
Business Services Consult Corp 
Bahnhofstrasse 52, CH-8022 Zurich 
` Tel: 01/211 92 07. Thx: 813 062 BSIC 


| Son, 2516 en Avenua South, Seat- 
the, WA 98144 














AUTHORS! Send Your Manuscripts. 
Biographical, Fiction, Travel, Poetry® 
etc: for Book Publication. Reasonable 
terms. Stockwell, Dept 75, Ilfracombe, 
Devon, England. (Estd 1898). 


TIME AND MONEY 


American lawyer, longtime permanent tesi- 
dent of Switzerland, extensive world-wide 
experience and high-level contacts in both 
public and private sectors, fluent French, has 


time and money available for active participa- 
tion in interesting and profitable legal ven- 
tures. Details in strict confidence to: 


Box 3489, The Economist Newspaper, 
25 St James's Street, London SWIA THG. 








YOUR OFFICE 
IN AFRICA 


Fully serviced city 
centre office, workstations. 


PRESTIGE BUSINESS SERVICE 


Box 5438 Harare, Zimbabwe 
Tel: 263-0-706171/2/3 
Tix: 2195 JHAPBS ZW 


HYDROGEN-ATOMIC-ENERGY 
HARNESSING CATALYST vs patent Pending 


(Global Priority Claimed) 










NO RA 





















64, 000 in justS5 years 
Fully audited track 


Nome 











Post Ode ne 


NO as 
mple information available) 
FUSION AIDED COMBUSTION TECHNOLOGY 
0 INTERNATIONAL CORP 


USA (201) 768-7479 
USA Address: 508 West Ave., North Vale, NJ 07647 





PANAMANIAN CORPORATIONS pro- 
vide complete confidentiality and zero 
tax liability. We offer company forma- 
tion services on a fast, reliable and 
competitive basis. H. I. Darlington, 
POB 1327, Panama 9a, Panama. Tel- 
ex: 3121 KENKA PG. Tei: 23-0834 or 
23-4819 (evenings 23-6779). 


Obtain both US cong and excellent 
financial returns through US investments. 





All matters handled by licensed US Attor- 


gett Econ Economist. Visiting Europe/Asia 
November. 


Contact: Edward P. Gallai 
70302, Wash on, De 


er, PO Box 
(USA). 
Tel: (301) 951 
















OVERSEAS POSITIONS 


Hundreds of top paying positions available 
now. Taxes nonmas. Many attractive 


it free information about o our publica- 
tions, write: 


——— 


nada H3P 3C7. 





PARTICIPATE IN DRILLING 
50 to 300 million barrels oii reserve 
potential in North Sea structures. Near 
production. Seismic completed. First 
















DIATION 


Minimum investment 
£5,000 or sterling 
equivalent 


BN ai aa aa mam oe an na oam an aat saa ama maon saa ama an an m inan oaea eT 


‘Please send me details on your Investment Progromme 


EC/DD/276 





CSC. Cui 





-{ wells in 1986, development in eal 
1990s. Private or corporate aan 
(any size) invited. 
Contact company representative. 


Or H., Baugh 
Telex: 620238 Rome, Italy 


AGENTS 
REQUIRED 


We would like to talk 


TO YOU 


If you or your company are: 
1. Financial Consultants 
2. Investment Brokers 
We are looking worldwide 


FOR AGENTS TO 
fel soll US 













to talk seriousty 
people who would like to be involved 
in 


with management zparance 
based in the Ciy af London an backed 











sens RO outperformed 
man a 
ahou sampaio 

together with 


ean pnt cers fent sale: bet 

excelle: S Si 
from fom Head Office. ae 
if you wish to hear further on the 
terms of an agency agreement with. 
us please write to: 





treet, 
London SW1A 1HG’ 





























Readers are recommended to tal 
the appropriate professional advk 
before entering into any bindir 
commitment. 





EXPERT TRANSLATIONS ini 
French, German, Spanish, Arabic, Jay 
anese, Swedish, Greek, Turkis! 
$0.03/word. C. Berker, Eski Yildiz Ni 
16/7, Goztepe, Istanbul, Turkey. 





immigration Reports 











immigration Associates 
PO Box met 1476 W. State, 
Salem, Utah 84653 USA, 
Telephone 801-423-1787 













Self-contained studio flats. CH, 

lifts, 24-hr porterage. From £190 pw + 

room service £10. Discount for more 

than 4 weeks. Co jet available. for 

longer term. Secretarial and telex 
facilities. 


London WCI, Tel: 01-387 8022 
AMEX, Dinexs, Visa 








PATENTS 


of any kind from any country will 
bought by enthusiast. Good prices a 
for expired as well as current pate 


Miss J. Grigoliet, 
799 Weston Road, ~- 


Slough, Berks. SL1 4HR 
nited Kindom. : 
Telephone (0753) 24131 


INTERNATIONAL 
PROPERTY 


HOW TO OWN A RAN 
FOR LOVE AND MO! 
to 






















VIS, CALIFORNIA 05616 
TELEPHONE (916) 758-8769 







Fine selection of apartments and chalets 
available with authorization for foreigners. 
— priced. Excellent terms. Visits 
also on weekends by appointment 
Sue pan S.A., Av. Mon-Repos 24, 
005 Lausanne, Switzerland. 
Tel: HA 22 35 12 Thx '25185 melis ch. 


__RETREAT FROM 
: WASHINGTON, DC 


Two hours’ drive west of Washing- 
ton in remote village. Handsome 
old inn, carefully renovated: 3} 
baths, 4 bedrooms. Especially cool 
in sul r. For home. or country 
office: $167,500, 

WESTWOOD (703) 667 3555 




























ECONOMIC AND FINANCIAL INDICATORS 1 





OUTPUT, DEMAND AND JOBS America’s real GNP rose by ‘only 0.3% (1.1% 
annual rate) in the second quarter of this year, down from 0:9% growth in the first 
quarter; the 12-month growth slowed to 2.7%. In the year to May, industrial production 
fell 1.5% in France and 4.8% in Holland, but Swedish industry raised its output by 
2.8%. Britain revised its method of calculating the unemployment rate; the official rate 
was reduced to 11.7% in June, but this is still higher than a year ago. 












































% change at annual rate 
industrial production GNP/GDP retail sales unemployment % rate 
3mthst 1year 3 mthst 1 year 3mthst 1year latest year ago 
Australia 4 2.4 + 3.7 (2) ~ 05 + 47 (3) +43 + 5.0(12) 7.6 (6) 87 
jum tO + 82 2) na = 220 + 09 (iE 17 6) 128 
i ~ 0.4 $5.2 (4) + 230+ 3. 36 G+ 29 4.5.1 (4) 9.5 (6) 10.4. 
ance FSA SG) OA + + 24 (3) + 06 +01 (3) 1006 98 
tati + 23 | 65 $ 1.6 (8) +99 +42 (5) 90(6) 93 
Holland 4148 m 48 ee Bae +47 (44 146 (6) 15.5 
| F156 + 2.2(12)¢ 139 5)" 12.6 
ay 28 27 (6) 25 
nil (3)¢ 20.4 (6) 20.1 
22 (3) 24 (6) 25 
59 (4) 08 @*  o9 
Te M7 fe ie 





$Value index deflated by CPI, “new series, 





PRICES AND WAGES America’s 12-month rate of consumer-price inflation rose 
from 1.6% in May to 1.7% in June—the first increase this year. in the same month, 
France's inflation rate remained at 2.3%, Canada’s fell to 3.7% and Spain’s rose to 
8.9%. The earnings of British workers increased by 7.5% in the year to May—a real 
pay rise of almost 5%. Australia’s wholesale prices rose 7.9% in the year to March. 


% change at annual rate 
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wage rates in manufacturing except Australia, weekly 
PAi Sweden and USA, ley AIRDE. UK, monthly sertings 






















FOCUS: WORLD CAR INDUSTRY 
The.gap between Japan's car produc- 
| tion and its domestic sales—ie, its 
exports—has widened steadily during 
| the past 15 years. Last year, Japan 
| exported 4.4m cars—almost 60% of 
| total output. More than half of these 
| exports went to North America. Im- 
| ports now grab 28% of total sales in 
| North America—nearly double the 
| share in 1970—and Japan takes 70% 
; of these. The weak dollar will slow 
America's import growth this year, so 
| more Japanese car plants are likely to 
start blooming in America soon. Euro- 
pean carmakers—also het export- 
ers—have done well in America dur- 
_ ing the past few years; with a weaker 
| dollar, times will be 


sa 
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World car market 





80 
Source: DRI Europe 





ay ha fio Japan, a and Switzerland, monthily earnings: a 
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Footnotes applicable to all tables. All figures seasonally. adjusted except where }therwis 
compared with average of previous 3 months, at ‘annual raan na. wa available; Sm all figures in brack 
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THE ECONOMIST COMMODITY PRICE 
INDEX. Brazil’s drought in 1985 has.cut 
its coffee output by more than half this 
season, down to about 14m bags. This, 
however, has merely reduced stocks to 
more normal jevels. World stocks are 
expected to fall to. about 35m bags in the 
1986-87 season, which will still be nearly 
40% of annual world consumption. The 
time when there is a peak risk of frost in 
Brazil has passed, and coffee prices — 
slipped to 137 cents.a Ib (40% below the . 
January peak) two weeks ago. Now, 
however, the market is starting to worry 
about lack of rain, and prices are back. 
above 150 cents a lb. 


1980= 100 era 
duly15 July 22 one one 
(provisional) _ month year 
Dollar index 
All items 74.6 75.3 -23 +25 
Food 83.4 84.7 ~ 02 +122 
industrial ; 
All 65.9 86.1 ~ 40 ~ 72 
Nfa* 71.4 70.8 -54 = 73> 
Metals 61.5 62.3 ~- 30. ~ 70. 
Sterling index - 
Allitems 116.9 417.4 ~ 06 ~ 3.0 
Food 129.6 132.1 +15 + 62 
Industrial 
All 102.4 103.1 ~ 23 124 
Nfa 111.0 110.3 ~ 37 123 
Metals 95.6 97.1 ~ 13-120 
SDR index ; 2 
All items 81.9 81.8 ~ 47 -118 
Food 915 92.0 -27 ~ 38. 
industrials y 
All 72.3 719 ~ 64 204 
Nia‘ 78.4 76.9 ~ 78 +203 
Metais 67.5 67.7 -~ 54 200 
Gold Oo 
$ per oz 346.75 383.75 +31 49.9" 
Crude oil (spot) North Sea Brent E 
$ per barrei 9.55 9.30- 0817.7 $65.6. 
"Non-food agriculturals. 
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1970 76 80.85 








. “Not seas. ery Average of latest 3 months 
‘denote month ofi indicator. 






















"ECONOMIC AND FINANCIA 


FOCUS: SMALL BOURSES Aus- WORLD BOURSES Wall Street rallied despite news of the sharp slowdown in GNP 
| triaisthe smallest of the stockmarkets growth in the second quarter. Investors in Tokyo and Frankfurt fretted about the 
| monitored by Morgan Stanley Capital impact of the falling dollar on their exporters’ profits; Frankfurt fell 4.5% to a 1986 low. 


LINDICATORS 2 





International: its market capitalisation Stock price indices % Change on 
of $4.6 billion is only 0.2% of Wall “July 21 July 1986 one one record 31/12/85 
: Street's. But it was 1985's top per- 22 high low week year high ; A local s 








































rin) ; o% i 
‘former—up 172% in dollar terms, hasan 71087 73470 



























































compared with a rise of 37% in the i i 

World Index. Austria’s introduction of Eagum.. es ee 
„new tax breaks on share purchases France _ 363.7 411.3 
‘lifted prices further in the first four | W.Germany 17624 2278.8 
months of 1986, but the market has | Holland _ 282.0 294.4 
“since slipped back. Denmark (market | Hongkong 1791.5 18657 
capitalisation of $14.4 billion) and Nor- | tay $829 IME 
| way ($8.7 billion) both outperformed | SP% —— 178303 __\ 
‘the world index in 1985, but this year | St aS 12192 
they are the only two markets to have | Span 1732 1848 
“faller in dollar terms. Sweden 2443.3" 2510.6 
shar prices — ae 
‘Namiary 31 T985 4100 USA 1795.1 19090 15023. +15 +328 -60 +161 + 


user MONEY AND INTEREST RATES The 12-month growth in both measures of West 
a | Germany's money supply quickened in June; M1 rose 11.5% and m3by 7.9%. Britain's 


broad money measure, sterling m3, rose 18.3% in the same period. 


+ 
Austria _Money supply Interest fates % p.a. (Tuesday, except bonds which are previous Friday) 
% riseon year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow  Broadt Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 
(Mt) lending 3months long-term 3 months 


Australia  — 0.5 +150 (5) 13.75 1460 1700 1460 1368 1468 1431 1298. 


yp celia yd Belgium 138 +7403 700 718 1050 718 828 898 713 na 


Denmark and Norway 


Canada +29 +4806) 850 8.20 9.75 8.20 9.28 10.03 8.20 393 


























France F65 + 464) 750 7: 960.725 786 920 7.19 84 
W.Germany +11.5 + 7.9 4.55: ; 

Holland + 5.9 + 45(4) 613 

iay + OB + 9.2 (4) 12.00 














i pean +54 + 86 (5). 4.44 

pain +15.1 +12.2 (6) 12.21 

Sweden na + 7.1.45). 8.00 12 
Switzerland + 58 + 6.1 (4) 10.38 i 25 i i; 486 - 55 
UK +186 +183 (6) 7.00 1003 100 9394 9.59 1043 1000 9 
USA +128 + 74.(8) 631 6.13 8.00 6.10 7.18 8.97 6.50 7.73 
Other key rates in London 3-mth Treasury Bills 9.6%, 7-day Interbank 9.6%, clearing banks’ 7-day notice 4.4% 
Eurodollar rates (Libor): 3. mths 6.6%, 6 mths 6.6%. 


FMZ except Australia, Canada, Spain, Switzerland, USA, W. Germany, M3, Japan M2 + CDs, UK £M3, Definitions of inte 


























: 1985 86 a rates quoted available on request. Sources: Bank of Bilbao, Chase Manhattan, Chase Econometrics, Banque de 
; Š : (Belgium), Nederlandse Credietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit Suisse First Boston. These 
ree: Morgan Stanley Capital international E | rates are indicative only and cannot be construed as offers by these banks. 








TRADE, EXCHANGE RATES AND MESERVES The dollar's trade-weighted exchange rate fell 0.9% during the week—dowr 
29% from its February 1985 peak; it touched a new low of Y154.85. Sterling’s trade-weighted value fell 1.2%. France's visible 
rade deficit widened to $2.8 billion in the 12 months to June, from $1.9 billion in the year to June 1985. Australia’s trade deficit in 
reased from $1.2 billion to $2.3 billion during the same period. 
Trade balance** current- w Trade-weightedt currency units per $ currency units foreign reservestt 
i Son account `>, exchange rate $on: 
latest = latest12  balance$bn ` 4 


month months latest 12 mths 
2.3 


per SDR x per a May year ago 


à latest 








year ago latest year ago 
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ER. 


Our Pet subsidiary makes 
it easy. It produces leading convenience brands 
ike Old El = Mexican foods, Pet-Ritz pie 





-At the foot of California’s Calico Mountains, 78 acres of giant 
mirrors are used to convert the sun’s power into electricity. 


Gould is there with its automation capabilities to manage and 
control the solar collectors. 


Gould is one of the world’s leading producers of Industrial 
Automation Systems for an array of applications, from process 
control to discrete parts production. 


In industry Gould’s computer-integrated manufacturing systems 
enable greater productivity gains and increased quality without 





“Whos instrumental i in harnessing 
the sun's power?” 


“Gould.” 


the need for costly new construction programmes. 


As well as Industrial Automation Systems Gould is predominaniti 
four other rapidly expanding electronics markets. Informati 
Systems, Instrument Systems, Defence Systems and Electroniq 
Components, including semi-conductors. 


To find out more about Gould's industrial automation capabilitie 
write to: 


Gould Electronics Ltd., Gould Hou se, Viables Industrial Estate 
Basingstoke, Hampshire RG22 wich eas 





=> GOULD 


Electronics 





